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KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNI.]AL REPORTS AND FINANCIAL STATEMENTS
FOR'I'HE I'T]AR ENDED SO.IUNE 2O2O

C'O]\IPANY INFORMATION

Background information
Kwale rvater and Sewerage Company limited is a Company registered under the company act Cap

486 ol the laws oi Kenya. lt is domiciled in Kenya.

Currently under the <levolved system of government, the company is under the aegis of the County

Ciovcnrment pursuant to the Public Finance Management Act (2012)

Principal Activities

'l'he principal activity of Kwale Water and Sewerage Company is to provide quality and sulficient

r.vater and sewerage services a1 afTordable rates to the residents of Kwale, Kinango and Msambweni

sub-counties.

Company Vision
'Io bcja leading waler company that provides quality and sufTicient water and sewerage services in a

reliable and sustainable manner to the residents of Kwale, Kinango and Msambweni sub-counties.

Directors
l-he Directors who scrved Kwale water and sewerage Company during the year ending 30

Junc 2020 were as fbllows:

NAME DE,SIGNATION DATE APPOINTED/ EXIl'
l. f:rancis Nzai Mjera

2. Ali Chalala Jose

3. I lerncd Mwabudzo

-1. Ilakari Sebe

5. I lclcn N ol'o c

l{chcrna Chidzuga ointedl*t felqqry ?ql8
oirr te ci Mlt

intctl l'' l:cbrua

201 8

l0 Ilt

.lo sc h ( iatliuit
9. M\\ anatunlr.r Kadau Appointed l'r lichtuur-r l0 l8

I0. Sulcinran Yc

h

7

l{

il

I l. [:rick l)arrrrct

ll. Alcs Olrdukrr

inred I 5'r' Ma

Itcbo tll ed

l0l 8

Itca
DirectorMana in

Chairman

l{eappointecl l'' Februar,,-' 20I tl

Exited in January 2020
Menrbcr

Reappointed I " February 20I 8
lr\ iled in Jan 2020

Mcmber

l0l8inted I 'r FebruaMcnrbcr
l0 lttointcd I 'r l:cbruaMe nrber(r. .laphclh Mu,cro

Msnrbcr
Mcrubcr
Mernbcr
Mcmbcr

Appoirrtcd scptcnrhcr 20 l 9Ag Managing Dircctor
l0l0intcd in JanuMe mber
1020ointcd in .lanuaMe mbsrll. Mus oki Mrrthoka

ll

Company Mission
'I'o bgthe rnost ellcient company in the provision oI clean, saf'e. sufficient and affordable watcr and

sewerage services to the residents of Krvale. Kinango and Msambrveni sub-counties

l.' F



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

COMPANY SECRETARY
[-erva and Assoc iates
OIT Sauti ya Kcnya lload
(ianjon i (Near Jahazi []otcl)
P.O. Box 2937 - 80100
Mombasa

REGISTERED OFFICE AND PRINCIPAL PLACE OF BUSINESS
Sida Carnp
Krvale Area
P.o. Box l8 - 80403
KWALE

BANKERS
Kcnya Commercial Uank
Ukunda Branch
P.O. Box I 50-80400
Ukunda

INDEPENDENT AUDITORS
AUDITOR GENERAL
Olllcc ol the Auditor Gencral
Ann ivcrsary Torvers
P.O. Llox 30084
NAtROBt.

LEGAL ADVISORS
Lcwa and Assoc iates
OII'Sauti ya Kenya road
Ganjoni (Near Jahazi Hotel)
P.o. Box 2937 - 801 00
Mombasa

Equity Bank
Ukunda Branch
P.O. Box 1476- 80400
Ukunda
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KWALE WATER & SEWERAGE COMPANY LIMITED

ANNT.IAL REPORTS AND FINANCIAL STATEMENTS
FOR 1'HE YEAR ENDED 30 JUNE 2O2O

BOARD OF DIRECTORS

NN ME PIIOTO DESCRIPTION

I FRANCIS NZAI
MJERA

I

I

I

Chairman of Board of Directors

P.OBox4-80403

KWALE

Diploma- School Management at

Kenyatta Un iversity on going

Date of Birth: l5l2l1966

t"rtilc MEt_uBo
PARMET

Ag Managing Director

KWAWASCO

P. O. Box 4 - 80403

Kwale

Masters in project planning

management.

BA in Development studies and

Business Administration

Date of binh: I 976

T a
!

,\t.t ( At At_n
J( )SLl'l I

Managing Director.

KWAWASCO

P.O.Box 4 - 80403

Kwale

B.Tech Analytical chemistry

(r.u.M)

Date of Birth: I966

Exited in September 2019
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KWAI,E WATER & SEWERAGE COMPANY LIMITED

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDE,D 30JUNE 2O2O

5

-l HEMED
MWABUDZO I

BAKARI SEBE

(r

AI-EX ONDI.JKo
I

II
,i

lllrt-l:,N NJOtto(;tl

iI
II

a.
1

Board member

P.O.Box4-80403

MOMBASA

Holds a degree in Social Science

Exited in December 20 | 9

Board member

P.O. Box4-80403

KWALE

Currently a PhD student ol Business

Adrninistration at JKUAT

Ex ited in December 2019

Chairperson of Audit Committee

P. O. Box 4 - 80403

Kwale

CPA (K) I-lolder

Holds master of Business

Administration ( F inance).

1

[)atc ol l]irth l0i 09/ 195-+

Board Member

P.O.Box4-80403

Kwalc

Diploma in ECDE

Retired Teacher

\



KWALE, WATER & SEWERAGE COMPANY LIMITED

ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

IJ .lAI'lll,.l MWtiR()

RI:lltrMA
('IIIDZUCA

f, It

G

Chairperson Human Resource

Committee

P.O. Box 3l

Matuga

Holds Bachelors ol Education

t0 .lOStrPIl CATIIUA

Chairperson Technical Comm ittee

P.O. Box 538

Mariakani

O level

Retired in civil service as vetinary

officer

Date of Birth: I946

Board Member

P.O. Box 32.

Mukurueni

O level

Accountant.

Date of Birth 28108/ 1957

Date ol'llirth l8'r' April 1957
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KWAt,E WATER & SEWERAGE COMPANY LIMITET)

ANNI-IAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENI)ED 30 .!UNE 2O2O

ll

sr rt.titMAN YItYA

MWANAT'UMU
KADAU

Board member

P. O. Box 4 - 80403

Kwale

Holds a master degree in Science

and Ceology

Has extensive experience in

managing project.

Board member

P.O. Box l8 - 80403

KWALE

O level

Utalii College Nairobi

Date of Birth Oll0ll1966

Board member

P.O. Box ll5
LungaLunga

O level

Date of Birth 2 l/5/ t972

a
l.r I

I
IMUNYAO MSYOKI

MUTHUKA
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KWALE WATER & SEWERAGE COMPANY LIMITED

ANNUAL REPORl'S AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

PHOTO

MANAGEMENT TEAM
NAME

ERIC MELI.]BO
PARMET

ALI CHALALA
JOSEPH

l: lt l( K \,\KllAItl

DESCRIPTION
Ag Managing Director

KWAWASCO

P. O. Box 4 80403

Kwale

Masters in project planning

management.

BA Developmenl studies and

business administration.

Date of birth: I 976

Joined in September2020

z

l

I

('r

vl

Managing Director.

KWAWASCO

P.O.Bo.x 4 - 80403

Kwale

B.Tech Analyical chemistry

Date of Birth: I 966

Exited in September 2019

Head of Technical

Master of Science in Water

Engineering (MSc)

Bachelor of 
-l"echnology 

in Civil and

Structural Engineering

Member of Engincers Registration

Board of Kenya

L
t'I
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KWALE WATER & SEWERA(;E COMPANY LIMITEI)

ANNL]AL REPORTS AND FINANCIAL STATEMIiNTS
FOR THE YEAR ENDED JO.IUNE 2O2O

l WILLIAM JEFWA

Finance Manager.

Bachelor ol Business Administration

- Accounting

CPA (K), Member of ICPAK

SIJSAN MT-AMBA

tla

/

I

I

Human Resource Manager.

Bachelor of Arts & Sociology

HR. post graduate

Master in Business Administration

on going

6 FIUSSEIN

MWAVADU

SI'EVITN SAFARI
lnternal Auditor.

Bachelor of Commerce (Accounting

Option)

CPA (K), Member of ICPAK

Registered member of IIA

Commercial Manager

Degree in lnformation and

'lechnology. Diploma in lMlS

Master Degree on going
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KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNt]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.IUNE 2O2O

It SWALEH
KIDZUCA

TIAMISI NZIMO

Technical Manager.

Diploma In water Engineering

Higher Diploma in Building and

Civil Works

Member ol Engineering Registrat ion

Board of Kenya

Procurement Ofllcer

Master degree project planning &

Management (UON)

Bachelor of Commerce procurement

& s.c (uoN)

Registered member KISM
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KWALE WATER & SEWERAGE COMPANY LIMITED

ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

CHAIRMAN'S STATEMENT
Technical Activities

Key Projects and Investment decisions Kwawasco is planning / implementing

Many proposals have been floated by Kwawasco to various stake holders who would be

supporters all and at boosting water production and supply levels that would ensure increased

coverage in area ofsupply under the Company's jurisdiction currently standing at slightly above

i10%r ol'the Countl'population. Key among these development partners are the World Bank.

County Government ol Kwale and Water Sector Trust Fund.
-Ihe 

response has been positive particularly l'rom the World Bank where approval plans

amounting to Ksh. 2.5 Billion both on water and sanitation shall be undertaken. The main tasks to

be executed under this component include Water supply Improvemenl plans lbr Ukunda town and

its cnvirons, Sanitation Improvement in both Ukunda and Kwale town. Non- revenue water

reduction plans cutting across the entire Kwawasco Institution strenglhening for Kwarvasco. So

tar through the World Bank Suppo(. the following have been delivered:-

. Procurement and delivery ofConsumer water metres, all critical tools and fittings now

available in our s{ore that would address both the high non- revenue water and execute

emergenc) repair within shortest lime possible.

. Procurement and delivery of l0 Motorcycles for use within our field stations by the

Company meter readers and pipe fitters.

. Construction of a modern meter testing bench with the structure complete awaiting

stocking with the accompanying merchandise.

o Procurement of2 water Boozers and 2 exhausters ofcapacity 10000 Litres each.

'l'he main works under WSDP being the improvement olwater supply and sanitation lbr lJkunda and

Kwale towns, plans are at an advanced stage and schedule to start in the next financial year.

The water service trust fund (WSTF) approved plans for sanitation improvement around lnstitutions

namely; Madibrvani. Shirnoni. Egu.Shimbahills, Mgandini and Magombani Primary schools each

rvith varied magnitude ol support. 'l'o date construction ofthe planned construction of sanitation

block is complete at Shimoni Primary school. Shimbahills Secondary school and Egu primary school.

while the same is ongoing at Magombani, Madibwani and Mgandini primary school.

\r



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNT]AI, REPORTS AND FINANCIAL STATEMENTS
FOR'I'IIE YEAR ENDED 30.IUNE 2O2O

\II

WSI'F also did support are programme tagged UBSUP (Up calling Basic Sanitation in Urban Poor)

basically aimed at lmproving the sanitation standards within the environs of urban centres. Ukunda

urban town was selected for this intervention where 200 toilets doors are to be constructed at owner

cost rvith the programme eventually offering a subsidy of Ksh 20,000 for each door constructed.

Panicular toilet model is being promoted that would address possible ground water resource pollution

as is the case with the normal non-aligned conventional pit Latrines. So far 60 toilet doors have been

construcled and benet'iciaries awarded subsidy amount Ksh 1.2 Million.

UBSUP programme will also come up with a decentralised lreatment f'acility (DTF) to be constructed

rvithin Mabokoni areas on a County land next to TUM University. Construction rvork is ongoing and

to be completed by' March 202 l. tJpon completion it would complement the other component oltoilet

construction as the emptying and treatment f'acility rvith a capacity of accommodating 5 exhausters of

capacity 10,000 litres in a day.

Wstf has also supported the Company to respond to Covid - l9 pandernic by advancing Ksh 4

Million pro.ject targeted at providing and opening up for hand washing points within the known hot

sporls areas within Kwale County,27 Hot sports centres were mapped and are set to benellt with a

3000litre capacity plastic tank raised on masonry platform with hand washing detergents lssued at the

initial stages. This activity ongoing and to be completed within the next one week.

August this year lhe company entered into an agreement with Fujita, the Company Contracted to

undertake Dongo Kundu bypass road under the MPARD programme to supply water to its critical

installations along that road section rvhere massive concrete rvork will be executed. Ksh l4 Million

pipeline cxtension was undertaken and planned lbr handover this coming week. Fujita is considered a

potential customer that Kwawasco will bring on board thus boosting revenue accrued fbrm that area.

Several projects have been and are being implemented by the County Government in the entire Kwale

region resulting in more areas being covered with clean water particularly in the hinterland thus

lmproved hygiene and healthy people hence productive populace. Kwarvasco has benefitted greatly

through a large consignment ofconsumer meter received from the County. This will see well over

1000 non- working meters being replaced. The ultinrate result is drastic reduction in non- revenue

water percentage currently standing at over 509/0.

Generally. all these developments will eventually have appositive impact to Kwawasco making itself

sustainable.
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Commercial Activities
- Ctrstomers
(uslontcr hasc incrcascd to 17.-i8.1 fiom l6.6tll. 'l'he subtle incrcase of servicc line at Mnzcras

I:ulsan. Krvltlc (iolini Villages. SanrburLt l'uleye Village and revival ol'Ilorcholes E. antl I) in 
.l 

irvi

also made a significance increase in'l'iwi/Kornbani.

-Billings and Collections
Ililling to custonlcrs was greatly af'f'ected by COVID -19 especially from March 2020 when rhe first

casc !\as reportcd. Our Major Customers are along the beach line rvhich n,as adverselv aft-ected by the

pandemic to an- exlend olsome customers completely closing their lines.

Since much ofthe system is rationing the company had to resolve into pushing much water to thc

loeuls to hclp lhc compan; survi',c.

Effects of COVID -19 revenues

I his l)antlentic allectcd the conrpany's revenues. ln the month ol'March 2020 through to Mav 2020

satv thc cotnpany's rcvenue go down.'Ihis was alter all major Hotels. lndustries were shut dorvn.
'l'lre conrpany had to relv on the sr.nall cuslomers or domestic to sensitize them pay their old

outstand ing debts

.-Tariff

K \^'A W A SCO is in the process ol' rener.ving its Tarifl' fbr the next flnancial year since tlle current $ as
ending J Lrne 2020.

Strategic plan 20 t 8 -2022
K\\ AWAS('O has a tre tv strittesic plan rvhich is st ill in drali copy. Mcasures arc in placc l9 e rr:trrc il

is irr linc \vith tllc cotrrltv govcrnrllqnl devcloprncnt plarr sirrce r,"atcr scrviccs is a clevolvcd lirnctirrrr.

( hairntan ol the llo:rrd
l,'ra nc is Nzai \l.je ra

wa;
B/"F;:i;:;

\lll



KWALT] WATER & SEWERAGI! COMPANY LIMITET)

ANNI.-1AL REPORTS AND FINANCIAL STATT],MENTS
FoR TIIE YEAR ENDED 30 JUNE,2O2O

REPORT OF THE CHIEF EXECUTIVE OFFICER
Kwale Water and Sewerage Company Limited (KWAWASCO) was incorporated on the 26th

September 2005. 'l'he company's mandate is to efficiently and eflectively provide quality, reliable and

adcquate water services to the residents of Kwale County in accordance wilh a versatile service

provision agreement (SPA) and WASREB minimum service levels.

'fhe Company has got l0 board members representing the County Government of Kwale, women

representative. business community. hotel industry. prot'essional's representative and l'arming

conrntunity.

'l-he population rvithin KWAWASCO's service area is about 700.000 people based on the last census

by the Kenya National Bureau ofStatistics while the company's estimated population served is about

52%. Krvale Water and Sewerage Company receives bulky water lrom Coast Water Services board

fiom its various sources namely Marere Springs, Mzima Springs and the Tiwi Boreholes.

KWAWASCO also operates water schemes in Msambweni, Lungalunga and Vanga all of which are'

served by boreholes liom Msambweni, Mwalewa and Tsuini respectively.

KWAWASCO is headed by a Managing Director and has lbur (4) departments namely Technical

department, Commercial and Business Development, Finance and Administration. Human Resource.

'l-he need to take services closer to the people and improve on the company performance and servicc

deliverl'. the cornpanv has the tbllorving area ol'fices across the county which are manned by able and

hardworking zonal Managers, These are;

Slation Zones Zonal Office Zonal Manager Tel. Contact
I

'firv i/[ ]kunda [.lkunda zones Zubeda S hauri
M sarn brven i/M kanda Msambrveni Nchanra 0720 t6 1655

Kwalc/Kinango K lva le Kcens Stcrnly 072086108 7
Mzirna Mariakan i

'fhornas Karan i

I hc ('onr pany is in the process o f' reviciving the current tarill' so thirt it can apply fbr a ncu, taritT fiorn

Waster scrvice Regulatory Board (WASREB)

l.ric I)arrrrct

Ag Managing [)ircctor

l

l

\r\

07 I t48928 r

0720331757



KWALE WATE,R & SEWERACE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TtIE YEAR ENDED 30 JUNE 2O2O

( ()lU,()t{.\'IE (;()\',l..tt\.\\( t._ s t,\.l l:\ r\'t'

Kwale water and sewerage Company Board ofdirectors were appointed Pursuant to legal notice No:

165 of 2013, by the Kwale County Executive Member for Water and Infrastructure as follows:

l. Suleiman Saidi Yeya

2. Japhet Mwero

3. Helen Njeri Njoroge

4. Mwanatumu Kadau Maalim

5. Mujera Francis Nzai

6. Rehema Sefu Chidzuga

7. Suleiman Athuman Chembeya

Horvever Suleiman Athuman Chembeya left three months after the appointment and Joseph Gathua

was appointed to replace him in may 20l8.Director Hemed Mwabudzo County Executive Member

for water and infrastructure, Director Bakari Sebe Executive Member for Finance and planning exited

and replaced by the chiefoffices ofthe respective ministries in January 2020.

The board of director's structure is headed by the Chairman with three committees, namely Audit

Committee chaired by Alex Onduko, Finance and Human Resource Committee chaired by Director

Rehema Sefu Chidzuga and Technical Committee chaired Director Japheth Mwero. These

committees articulate the board's views and take their right place in governance ofthe company.

The acting capacity term for the acting managing director Mr. Ali Joseph Chatala expired on l9'h May

2019. The board held a f'ull board meeting where they agreed to hold the acting managing director tbr

a rvhile belbre they could se(tle on who is to take over from him. On August the board resolved lo

appoint Mr. Eric Parmet to take over l'rom Mr. Ali JosephChalalaas fiom l"tSeptember20l9.



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

MANAGEMTiNT DISCUSSION AND ANALYSIS

Billing to customers was greatly affected by COVID -19 especially from March 2020 when the first

case was reported. Our Major Customers are along the beach line which was adversely affected by the

pandemic to an- extend of some customers completely closing their lines.

The company recorded a del'icit of ksh 27 ,397.471 tbr the year ended 30 June 2020 in its operation;

the total current liabilities olksh 3 10,803, I 87 exceeded the total current assets ofksh 235.781.203

resulting to a negative working capital ofksh 75,021,984. This was an increase ofnegative working

capital of ksh 20,329,520 from the previous negative working capital ofksh 54.692,464 for the year

ended 30 June 2019.

It is worth noting that the company withholds statutory deduction from its employee and remits it to

the relevant authorities, as at 30 June 2020 the outstanding statutory deduction in respect to Paye was

ksh 38,841.798. Out ofthe outstanding amount, ksh 32,420,450 was fines, penalties and the principal

amount assessed by KRA. As at I 5th February 201 5, the Company had not paid net salaries and its

related payroll liabilities for the month of October, November, December, January and February lor

the linancial year ending June 2020 This was attributed by the fluctuations ol revenue as explained in

the bar graph

below.

x\ I



KWALE WATER & SEWERA(;E COMPANY LIMITED

ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JO JUNE 2O2O
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This and other inlorrnation is well explained from page 2 - 5 ofthe financial statement

MANAGEMENT MEASURES
'fo ensure etlciency on service provision to clients. operations and maintenance is key priority tbr the

compan)'. hence hugc investmenls on this tiont.

To address the persistent issue of NRW (Non-Revenue Water). the company has installed master

meters at each off take lrom Coast Water Works Development Agency (CWWDA), Bulk Unit tbr the

water the Company receives for distribution. Further the company has procured over NO 4000 meters

to replace the old customer meters to mitigate the commercial losses/ water losses.

'l'o expand its capacitl,and operation. the company has received funding (loan & grant) fronr the

World Bank to implement water and sanitation projects in Ukunda. The project is expected to be

cornpleted by October 2022. ln addition, the Company has received f unding lrom WSTF fbr

construction of latrines in schools. a projecl lor up scaling basic sanitation for the urban poor and

construction of a Decentralized Treatment Facilily (DTF-50) in Ukunda torvn.

0
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2000000
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KWALE WATER & SEWEI{AGE COMPANY LIMITET)

ANNLIAL REPORTS AND FINANCIAL STATE,MENTS
}.oR I']IF:, YIiAR ENDED JO.IUNE 2O2O

'fhc Company plans to submit various project proposals to different donor agencies for funding as an

ct1'rrrt to expand its operations/ profile. l'he Company continues to work closely with the County

(iovernnrent ol Krvale. to take over,/ operate pipelines and rvater systems developed by the Countv.

Despite these e,lbrts. the advent of Covid-19 pandemic and the subsequent lockdown of the County

had a major dent on the Company's operations and financial per,brmance. The closure ofbeach

hotels and learning institutions, who are the major customers, dwelt a big blow on the billed volumes

and collect ion efficiency.

CORPORATE SOCIAL RESPONSIBILITY STATEMENT
As part ofCorporate Social Responsibility, the Company made donations in lorm ofbuckets and soap

in allthc l3 srations as part of mitigating Covid-19 pandemic. Further, the company undertook rvater

trucking lbr lree mainly to bus parks and markets in Kwale. Kombani and Ukunda for hand rvashing.
'[he Company also was a member of the County Covid-19 task force, where it donated the company

truck for tbod distribution to vulnerable households alfected by the pandemic.
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K \\'AI, I.] \\/A'I'I.]R & SIi]WIiIIA(; E C()M PANY LI M ITI'D
ANN TiAL ITEPOII'| S AN I) FINANCIAL STA'I-EMENTS
r-ot|r'rrI ytiArr Ii,NDED 30.tUNE 2020

ItIl'()lt l ()1.''l lI11 I)ll{l,]('l'OltS

'I'he directors present their report together with the audited financial statements ol'the company li)r
the year enderl 30 June 2020.

I'ITI NCI PAI- ACTIVITI ES
f he principal activirv of the company is sale ol'water to the residcnts ol Kwale County. Kenva

I'I NAN('IA L IIESI.] LI'S

Deflcit fbr the year Kshs. (27,397.471 )

DIRECTORS
'I'he tlenrbers ofthe Board ol Directors who served during the year are shown on page (iv) aniJ (vi) in

accorrlancc rvith tlrc Regulation of Public sector Accounting Standards Board (lrSASB)

I)IVIDENDS PARAGRAPH
'l'he lJoard of I)irectors ettulcl not cleclare any dividends to thc shareholclers as the cornpanv results I'6r

thc llnrrrcial year \vas a tlcllcir trl kshs (27,397,171).

AUDITORS
'fhc ALrditor Ccncral is responsible fbr the statutory audir ol'KWAWASCO in accor.dance rvith

section 155 ot'thc Public Finance Management (pF'M) Act, 201 5. rvhich cmporvers thr. ALrclitor

(ieneral to norninate other auditors to carrv out the audit on his behall'.

BY OI{DER OF THE BOARD

l.crr lr lrn LL \ ss0c ilttcs
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K\\,,\I,]: WATI]II & SI.]WERA(;I.] ('0MPANY I,I}II'tED
AN N I IAI, ITIiPOR'I'S AN I) FI NAN('IAL STA'I'T]M IiNTS
1'()tt't'1il,t yEAR ItNl)t,)) J0 JtrN!t 202 0

s1 .\ ..\ ..\',I ()t t)tl ..("Iotts. t ..st\)\stt l.t t.tt._s

'l'he Kenyan ('ontpanies Act requircs the Company f)irectors to prepare financial statcnlents lbr cacl.r

tlnancial vcar u'hich qivc a tlue and lair view ol'thc state ot affairs olrhe companv as at thc end ol'thc
tlrrancial l"ear and ol'lhe operating results of the company fbr that year. lt also requires the Directors

to cnsure that the company keeps proper accounting records which disclose with reasonable accuracy

at anv lirnc the flnancial position ofthe company. 'fhcy are also responsible fbr saf'eguarding the

assets ol the compan).

Thc directors are responsible fbr the preparation of tinancial statements that givc a true and tair vierv

in accttrdance with International Financial Reporting Standards and the requirements ol'thc Kenyan

Ctlnrpanics Act. and l'or such internal controls as Directors determine are necessarv ro enablc the

prcparalion ot'linancial statements that arc liee tiom rraterial misstaten.)ent. rvhelher duc (o tiautl or

cr[or.

'l'he directors accept responsibility lor thc annual tlnancial statements, which havc becn preparctl

using appropriate accounting policies supported by reasonable and prudent judgenrents and csrinrates.

in contbrrnitl'with lnternational Financial Reporting Standards and in the manner required bv rhe

Kenyan C'ompanies Act. "lhe Directors are of tlie opinion that the financial stalements give a truc ancl

lair vieu ol'lhe slate ot'the tlnancial afI'airs ofthe company and of its operating results. 'l.he

Dircctors llrther acccpt responsibility' lbr the maintenance ofaccounting records which ma,v be relied

upon in the preparation of linancial statements, as well as adequate systems ol internal linancial
contro l.

Nothins has comc to thc attcntion of'the Directors to indicatc that Krvale Water and Scrve rage ( ornpanr

linlitctl rvill r)()l l'crll in a 1]oittg corrccrn firr at lcast the next twclve rr]onths liorn thc dilte ol this

\littcrr( nl

Approt'al ol'the finlncial stateme nts

xy)c paty2nd Servtrage Company t-imited financial starements rvere appmved h1,the Boartl on

'244- 202 I and signed on its behalf by:

,"W
I) irectorI) irr'cl or

\\

all
[)irector



alephone: +r54-(zo) 3214ooo
E-mail: inf o@oagkenya,S').ke
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OFFICE OF THE AUDITOR.GENERAL

E n ho n c i ng .1 tttttot ahi I i t.r'

HEADqUARTERS
Anniversary Towers

Monrovia Street
P.O. Box loo84'ool oo

NAIROBI

REPORT OF THE AUDITOR-GENERAL ON KWALE WATER AND SEWERAGE
COMPANY LIMITED FOR THE YEAR ENDED 30 JUNE, 2O2O

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Kwale Water and Sewerage
Company Lrmited set out on pages 1 to 46, which comprise of the statement of financial
position as at 30 June, 2020, statement of profit and loss and other comprehensive
income, statement of changes in equity, statement of cash flows and the statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 ol lhe Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose ofthe audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion seclion of my report, the financial statements present fairly, in all material
respects, the financial position of the Kwale Water and Sewerage Company Limlted as
at 30 June, 2020, and of its financial performance and its cash flows for the year then
ended, in accordance with the lnternational Financial Reporting Standards and comply
with the Conrpanies Act, 2015, the WaterAct, 2012, and the Public Finance Management
Act,2O12.

Basis for Qualified Opinion

l. Non-disclosure of Material Uncertainty in Relation to Going Concern

The Company recorded a loss of Kshs.27,397,471 (2019 - Kshs.6,241,602), which
brought its accumulated loss to Kshs.123,780,892 (2019 - Kshs.96,383,421). Further, the
total current liabilities totalling to Kshs.310,803,187 exceeded total current assets totalling
to Kshs.235,859,855, resulting in a negative working capital totalling to Kshs.74,943,332.
This is an indication that the Company may not be able to settle its obligation as and when
they fall due.

The existence of this material uncertainty may cast a significant doubt on the Company's
ability to continue as a going concern. The financial statements have been prepared on
a going concern basis on the assumption that the Company will continue to receive

Report o/ the Auditor-General on Kwole Woter And Sewerage Conpary Liniled for the year ended 30 June, 2020



financial support from the County Government of Kwale, its creditors and bankers.
However, this material uncertainty in relation to going concern and any mitigating
measures put in place by the Company's directors to reverse the undesirable precarious
financial position have not been disclosed in the notes to the financial statements.

2. Revenue on Estimated Billing

As disclosed in Note 6 to the financial statements, the statement of profit and loss and
other comprehensive income reflects water sales totalling to Kshs.121,865,224.
However, records indicated that the Management billed customers an amount of
Kshs.17,307,604 after actual meter reading and Kshs.4,396,520 on estimated
consumption.

Although the Management indicated that estimates were based on three (3) months
actual reading averages, there was no evidence that the policy was being followed by
indicating the three months previous reading average on the bills.

Consequently, the accuracy, completeness and validity of water sales totalling to
Kshs.121,865,224 reflected in the statement of profit and loss and other comprehensive
income for the year ended 30 June, 2O20 could not be confirmed.

3. Unsupported Current Liabilities

As disclosed in Note 21 to the financial statements, the statement of financial position
reflects current liabilities balance totalling to Kshs.310,803,187. As reported in the
previous year, the balance includes trade payables balance totalling to Kshs.230,284,604
which includes an unsupported balance owed to Water Services Regulatory Board
(WASREB) amount of Kshs.5,982,991 and Coast Water Services Board amounting to
Kshs.180,463,021 .

Consequently, the accuracy, completeness and validity of trade payables balance of
Kshs.230,284,604 as at 30 June, 2020 could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Kwale Water and Sewerage Company
Limited Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other
ethical responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Repotl oflhe Auditor-General on Kwale Wdter And Sewerage (-ompary Limited for the year ended 30 June, 2020
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Other Matter

1. Budgetary Control and Performance

The summary statement of appropriation - recurrent and development combined reflects
final receipts budget and actual on comparable basis totalling to Kshs.181 ,702,370 and
Kshs.148,717,074 respectively, resulting to an underfunding amounting to
Kshs.32,985,296 or 18% of the budget. Similarly, the statement reflects final expenditure
budget and actual on comparable basis totalling to Kshs.1B0,'162,360 and
Kshs.176,114,545 respectively, resulting to an underperformance amounting to
Kshs.4,047,815 or 2o/o of the budget.

The underfunding affected the planned activities and may have impacted negatively on
service delivery to the public.

2. Unresolved Prior Year Matters

ln the audit report of the previous year, several issues were raised. However, the
Management has not resolved the issues or given any explanation for failure to adhere
to the provisions of the Public Sector Accounting Standards Board templates and The
National Treasury and Planning Circular reference No. AG.4/16/3 Vol.1(9) dated
24 June,2020.

Other lnformation

The Directors are responsible for the other information. The other information comprises
the report of Directors as required by the Companies Act, 2015, and the statement of the
Directors' responsibilities which are obtained prior to the date of this report, and the
annual report which is expected to be made available after that date.

My opinion on the financial statements does not cover the other information and I do not
express an audit opinion or any form of assurance thereon.

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
otherwise appears to be materially misstated. Based on the work I have performed on
the other information obtained prior to the date of this auditor's report, if I conclude that
there is material misstatement of this other information, I am required to report that fact. I

have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6\ ot the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lavvfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing

Report ofthe Auditor-Generql on Ki,ale Ilater And Sewerqge Compary) Linited for the year ended 30 June, 2020
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else has come to my attention to cause me to believe that public resources have not been
applied laMully and in an effective way.

Basis for Conclusion

Further, the balance includes audit fees amounting to Kshs.2,820,000 outstanding for
more than one year, owed to the Office of the Auditor-General contrary to Section 41(1)
of the Public Audit Act, 2015 which state that, "the funds of the Office of the
Auditor-General shall consist of audit fees charged at the rates prescribed by the
Auditor-Genera 1. "

The Management did not provide a satisfactory explanation of failure to settle the long
overdue debts.

ln the circumstances, I am unable to confirm whether Management effectively managed
public resources.

2. Unaccounted for Water

The statement of profit and loss and other comprehensive income for the year ended
30 June, 2020 reflects an amount of Kshs.121,865,224 in respect of water sales. Review
of records indicated that the Company's total quantity of water supplied and produced
was 3,981,897 cubic meters (m3), out of which only 1,355,469 (34%) cubic meters were
billed to customers. The balance of 2,626,428 (66%) cubic meters was unaccounted for
water (UFW). This is higher than 25oh loss allowable by the Water Service Regulatory
Board (WASREB) guidelines by 1,552,940 (39%) cubic meters. The unaccounted for
water may have resulted to loss totalling to Kshs.100,941,100 based on an estimated
distribution rate of Kshs.65 per cubic meter after allowing for the allowable 25% loss.

Consequently, the Management is in breach of the law.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, financial transactions and information reflected in the
financial statements are in compliance, in all material respects, with the authorities that
govern them. I believe that the audit evidence I have obtained is sufficient and appropriate
to provide a basis for my conclusion.

1. Long Outstanding Payables

Trade and other payables includes an amount of Kshs.69,085,930 in respect of other
payables, out of which an amount of Kshs.46,901,828 relates to unremitted statutory
deductions. The Management indicated that the amount relating to PAYE was in respect
of penalties for non-remittance of PAYE before 2019 and provided schedule of payment
agreement between the Water Company and Kenya Revenue Authority. However, no
evidence was provided to indicate that the Management had entered into negotiation and
a similar arrangement with other creditors.

Report ol the Auditor-(ieneral on Kwale ltqter And Sewerage Compan), Linited lor the yeqr ended 30 June, 2020
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REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conc lus ion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the audit
procedures performed, I confirm that, nothing has come to my attention to cause me to
believe that internal controls, risk management and overall governance were not effective.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require lhat I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overall governance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015 I report based on the audit, that:

(i) I have obtained all the information and explanations which, to the best of my knowledge
and belief, were necessary for the purpose of my audit;

(ii) ln my opinion, adequate accounting records have been kept by the Company, so far as
appears from the examination of those records;

(iii) The Company's financial statements are in agreement with those records and returns.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Public Sector Accounting Standards (Accrual
Basis) and for maintaining effective internal control as Management determines is

necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error and for its assessment of the effectiveness of
internal control, risk management and overall governance.

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless
Management is aware of the intention to liquidate the Company or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

Report ofthe ,luditor-Generql on Kwale l{ater And Sewerage Company Limited for the yq7 en4sd 30 June, 2020
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ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the financial reporting process,
reviewing the effectiveness of how the Company monitors compliance with relevant
legislative and regulatory requirements, ensuring that effective processes and systems
are in place to address key roles and responsibilities in relation to overall governance and
risk management, and ensuring the adequacy and effectiveness of the control
environment.

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

ln addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) oI the Constitution
and submit the audit report in compliance with Article 229(7) of lhe Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and overall governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 2015 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Report of the Au<litor-Aeneral on Kwale llater And Sev'erage Conpany Limited for the year ended 30 June. 2020
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Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Conrpany's ability to continue as a going concern. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify
my opinion. My conclusions are based on the audit evidence obtained up to the date
of my audit report. However, future events or conditions may cause the Company to
cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial statements.

Report o/the Auditor-General on Kwale l{qter And Sewerage Company Limited .for the year ended 30 June, 2020
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. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal control that are identified during the audit.



I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

, CBS

Nairobi

03 February,2022

CPA
AUDITOR-GENERAL

Report of the Audilor-General on Kwale llater And Se*erage Company Limited for the ),ear ended 30 June, 2020
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KWALT], WATER & SEWERA(;T] COMPANY LIMITED

ANNTIAL REPORT AND FINANCIAL STATEMENTS FOR THE YEAR ENDED SO.IUNT]
2020

STATEMENT OF PITOFIT AND LOSS AND OTHER COMPREHENSIVE INCOME FOR
THE YEAR T]NDED SO.IUNE 2O2O

Notc 20t9t2020 201ti/20 I 9

REVIiNTIIiS Ksh s Kshs
Watcr Salcs 6 12t.865,224 120. I 27.655
Grants tiont County (iovernment 7 (a) 14.576.000 15.637.738
Diff'ered lncome 7 (b) I I .5 19.823

It t2.275.850 I r.455.825

9 (a) 9l .652.075 80.32i.3 65

l0 77. t89.555 78.649.224
l4(a) 6.917.716 .+.970.7-l I

Amortirxtion ol' Intangible Assets r4(b) 355.t99 r .039.323
176,1t{,5{5 t 6t,982,6JJ

(6,2{r.602)(27 ,397 .17 t)

(27 ,397 ,171') (6,211 ,602)

(27 ,397 ,1711 (6,2{ 1.602)

OthL'r lncome
'to't.\1. l{uv ENtTES

( ) I't.. t{.\ \(; t.t\t,t.t\sES
Adrn inistration Cost & l:m lo tnent cost

Dire ct ( ost

De rcclitlto o l() lant and e r. nrentcrt

1() t .\t. ()t,EltA't't\(; uxPE\sl.ts

oPI.)t.\'il N(; PROI-t',t/ LOSS

PltoF-l't / l.( ) ss t][]t'ottE TAx

Plr()I.tI/ l.( ) ss At."t'tit{ r'Ax

l-18.717.07{ I 58,7.1I .0J I



K\\',\I-H WATIiIt & S[:,WEITAGIi ('OMI'ANY I,IMI'IE,T)

,\NN I] A I, R[] I'()R'TS .\N D I'I NAN('I.\L STA'I'I.]MENI'S
l()tt I il]i Yt,AR ENI)ttD J0.lUNt,t 2020

S'I',\'TE}IIN T OT- }'INANCIAL POSITI()N AS A'I'30,IT]NE 2021)

,\SSI:I'S
i\ orr- Cu lre nt Assets
Propertl'. plent and I ct'll

antilll !r ble Assct
Stal'l'r'cce ivables tlue afier one car

-('u rr(]tl t rssets

( urrenl ,\srcls

.i55. I 99

i42.54 r

J(r 66

.l 
ratlc lrrrl rrtlrer lcccirablcs

lJiurk lrntl crrsh ha lanccs
'l'otaI ('uII(jnt Asscts

'I olul .-l,sscls

EQtrt't\,\ \t) LtAtlil,tTUis

Pratury{_eeJil ital
AccLrm tulittcd I{ cscrve l)cficit)
(l itil I resur\ c
l)ill.'r'cd I'nriecl .\ ccoUnt\
'l olirl ('it itll a nd Reserve

t
Nrr rr-( urrcnt I ia bilitics
Scrr icc -{lrt Irt
C rrslorne r tle posit
\\ orld Ban k(\\'\[)l) ) Loan

le9.76l.l.ltt
15.566.01.1

2r5 21 211

2J6 9J 7

2.000.(x)0
e6..r 8l.+l t)
l(r.7l9.tt(r.l

57 66J s57

9.e9 t..j5li
I 1.0.16_ l0 I

,!
T

'l otal Non-('urrcnt Liubiliti CS l{ 0t7 {59
( u rrcnl l.ia bilitics

llrlc & Ollre r I'a rrb Ics 2 70.0 19.7.r5
()'1 .\ l. ( t:t{R}.\T Lt.\l}tLII'tEs 270 019 1

t'o '1 .\L t,.QUt'tY ANt) t-tAtilt,tTilts ) 9J 637

Note: lnvcntorics as at 30'r' Junc, 1020 valued at a cost of Ksh.904. 0.12 tvcre not reportcd in the
bulancc'shcet sincc it rvould have led to double counting as inventorics had already been cxpenscd irr
thcir respcctive expcnse accounts. WS[)P project invo n tor ic llt is date rvere ksh. 6.174.959
lhc ll I sl.tt( ntcr)ls \\clc approvcd br the Board on 2l and signed on its behall'b1-

rgirr! I)

(51
Scnir)r I;il]xncc ( )l llcer
\anrc: Willilnr I.liva
l( l'Ah II/\O: I2660

l

Notc 20t9t2t)20 20fii/2019
Kshs Kshs

l4 (a) 5 3.223.406 20...j011.(r26

r4 (h)
l5(c)

sJ,2 23.{06

2 I 8.87tt.09.1r5 a)

I6
) ti 9 5

I 6.98 1.76 I

I

(x )0.0 (x )

l7(c) ( 123.780.892)
r7(b) 36.7 t9.lt6l

( il.5 t 9.825)
(96.580.85J )

tl l].i-1+.118]il

ll(h) I 6.5 r0.60 I

2-i(c ) -15.0 15..1+0

7 {,1160,9 2 5

ll 1r0.803.r87
J t 0,80J, t87
289 0ttJ 261

\ilrrrc' Iric l,ilr rtcl
Chainnan ol'lhe Board

Nanre: Francis M jera Nzai
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ANNTIAI, REPORTS ANT) FINAN('IAL STATEMENTS
FoR'I-IIT] \'EAR ENDED SO.ITINE 2O2O

STATEi\,IEN'I' OF CHANGES IN T]QIIITY FOR THE \'EAR ENDEI) JO.ITiNE 2O2O

As At.lulr l.20ltl 2,000,000 J6,7t9,86{ (e0, r { r,819) (sl,,121,ess)

Surplus for the year (6.241 .602) (6.24 I .601)

As At .lune l().2019 2,01?,000 36,1n,861 (e ,{2r)

2t)

663,557)(

As At .luh 1.2019 2,0$,ooo (s!,oos,ssz)

Defecit for the vear (21 .397 .47 t) (27 .397 .47 t )

As At Ju ne 30,2020 2,000,000 J6.7t9.863 (123,780,892) (85.061,021r)

0rdinary
share capital I

Capital
ncscn'e

Accumulated
Revenuc
rescn'e/
Dcl'icit

t r r
r6,71),86{



K\\,\t.[. \\.\-t't..tt ..\\t) sE\\ I,]t{,\(;t,t ( o\il, \\\' l.t}ilI I.) )

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FOt{'t'Hli YEAtr titNDE,I) 30.tuNE 2020
S'TA'I'I.]MIINT ()F CASH FI,OWS FOR'TI{E YEAIT ENDIiD ]O.ITINF],2020

l)rrrchusc ol lirlnittrlc's
Purchase ot'com Ltters

cncrntr(l l ronr/ usetl in inr cstin :rcti\ itics

CASII ANI) CASH EQT]IVAI-ENTS AT I}E(;INNIN(;
ol'\'l.tAR

CAS}I AND CASIT EQUIVALENTS AT END OF THE
YEAIT l5 .02J

( .\st I tl.()\\s I'ltolt ot,t.t{,\t t\(; .\( t'tYII'tt_s
Cash generatcd fiom/ (used in) operating activilies 24 (a) 37.844.708 l I .6 19.902

Nct cash generated f'rom/ (used in) operating I7.844.708 rr.6r9.902

CASII !'I,oWS FITOM INVESTIN(; ACTIVITIES

l4 (a) (30. 165.006) ( t.3 I 1.890)PLrrchase of lanl and Muchincry
Itrrrchlrsc ol' n.l()tor cvc lcs l;1 (a) (5.0(r7..100)

( 1.0.+1."1'+0) ( r2.i00)1.1 (a)

l.l (a) (2.497.650) (39 r .870)
(39,772,196) ( I ,716.060)

(]ASII FI,OWS FI{oM FINANCIN(; ACTIVITIES

23(a) 3.343.5 26 2.307. t95Gratuitv pavable

2.J07, r 95J.J{t,526Nct cash gcncrated from/(used in) financing activities

TNCTTEAS|/(|)ECREASE) rN CASH AND CASH
[QI-]IVALEN'TS l,{ 15,738 t 2.2 t t.017

l6 15,566,02J 3.35{.9ti6

I 6.98 t .761l6

.1

\el e:tslt

I ttote I 20t9t2020 I

- K"t*-]
20t8/2019

Kshs



6o

'qc

a
o.c

o

o

'o

=

.9
E

.9
E

'a

E
a

-'o
q)
a
0)

o
.g
ACr

u9

-odu

E.a
0):

=u

iu
-oe
=-oec
trn
!! 0-)

a.)
()-o
,c-

oFz
=
2

J

=F
U

z
Ftl

D
al

=2
< ..)

z=
/z
*.u:<
7>ll -.

E!-
F-,>c.
'tL

\o

o.

O

a\ r-
cl

a.l

€
(\l

\a
.O.

*

a-\o
+,

n

c
OVl
Fr !cr-

a..l

aa
r-,
t

@,
rr

a
a.l

)a

=t
a.l
c.l

\o

!

\or-
*

qo

c-
c..l
a]

trr
r-
i-.
qo
!t

!
cln
O

o.
oo

F-
F-

a.l
a.l

F-

t-
O(\
co

-
,

r-

rr
I
t-

r-.
.I

I
a-

a\
r-

O

a.l

O

(\

rr
a.l

r-
€

\o
t--t-
O
F-

O

(.l
(.l
O

od
a-

O

a.l

r-
O

al

aa

u
C

I
Cr-
ct
r-

C
O
O

co
al

OO
;
OI
!

r-
al
r-
€

\o
a-
t,--;
t--

O

a.lal
O.

Ov)
r-

C
O

al€
|,^'.

r-
-a

a.l

0a

rt

4)
.9i

a
a

g

v
E
E

a)

a(,
.q

Eo

,(u >,

F()

E

.=

E

E

F

4)

H

o
a-
Eo
o

'5

o-
E

U

o

.:

.9
a

(l

oo
oo

)

o
o
c

q)

oo-
I
L!
El)

o

Ep

L

F

L

Lo

l-

U)

a
F
Z
L'

il.:
F
F'1, 

-ral<x
., li
7.7.

7.7.t. 
=?z

Y<

,H

7. I7.a

rl
F

.l

z

2

I
r:.)

ri
I!t-

7.

(,
F

r:.:

-.1

I

3 * .;lR
! i: clql

I a.t

I:
lal

i3o



K\\'AI,Ti \\'AI'I.]IT AND SEWI]I{A(;E COMPANY I,IMITEI)

ANNT]AL REPOIT'[S AND FINANCIAL STATEMENTS
FOR THE Yt]AIT ENDED SO.IUNE 2O2O

NOTES TO'I'HE FINANCIAL STATEMENTS

I. GENERAL INFORMATION

Kwale Water and Sewerage Company Limited is established by and derives its authority and
accountability from Companies Act. The entity is wholly owned by the County Covernment of
Krvale and is domiciled in Kenya. The company principal activity is to provide quality and
sufllcient \vater and sewerage services in a reliable and sustainable manner to the residents of
Krvale. Kinango and Msambrveni districts.

Fo| Kcrrlan Conrpanics Act reporting purposes. the balance sheet is represented by the statement
ol. Iinancial position and the prollt and loss account by the staternent of protit or loss and other
conrprclrcnsivc incorne in thcse llnancial statcnrcnts

2. STATEMIINT OF COMPLIANCE AND BASIS OF PREPARATION

The tinancial statements have been prepared on a historical cost basis except fbr the measurement
al re-valued amounts of certain items of prope(y, plant and equipment. marketable securities and
financial inslruments at fair value. impaired assets at their estinrated recoverable amounts and
actuarially determined Iiabilities at their present value. The preparation of financial statemcnts in
conlirrmity with lnternational Financial Reporting Standards (IFRS) allows the use of estimates
and assumptions. lt also requires management to erercise judgement in the process olapplying
the entit_,-'s accounting policies. '[he areas involving a higher degree ofjudgement or complexit].
or rvhere assumptions and estimates are significant to the financial statements, are disclosed in the
notes

The llnancial statements have been prepared and presented in Kenya Shillings. which is the
tunctional and reporting currcnc)'ofthe Kwalc water and se\\'era8e company limited.
'Ihe llnancial statements have been prepared in accordance rvith the PFM Act. thc State
Corporalions Act and lnternational Financial Reporting Standards (IFRS). 'l'he accounting
policies adopted have been consistently applied to all the years presented.

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
Rtr POR',IING STANDARDS (IFRS)

i) Relevanl ncu standards and amendmcnts to published standards effectivc for the 1,ear

endcd 30 ,lune 2018

Amcndment/lnterpretation
t0 a sta nda rd

IFRS 9: F'inancial
Instrunrents
( Ltsucd 21 .hlt' 2011)

6

Effcctive date Impact

tittective lbr
annual periods
beginning on
or afler I

J anuary 2018

Finalized version of IFRS 9 which contains
accounting requirements tbr tinancial instruments,
replacing IAS 39 Finantiul lnstrumcnts;
Recogttil ion urul Mau:urcmenl.

'fhe standard contains requirements in the
tbllowing areas:

Cl.rssifica tion and nr trs u rern ent



KWAI,E WA'IER & SEWERAGE COMPANY LIMITED

ANNT]AL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JT]NE 2O2O

Anrend me ntll ntcrpretati0r
to a standn rd

IFRS l5: Revenue tiom
Contracts rvilh CLrstomers

( l:.vue d .? i\ ,\lut 20I1)

Effcctiye (llte Impact

Financial assets are classitled bl' retlrence
to the business nrodel within which they
are held and their contractual cash Uow
characteristics. The 2014 version of IFRS 9
introduces a 'thir value through other
comprehensive income' category tbr cenain
debt instruments. Financial liabilities are

classified in a similar manner to under IAS
39, however there are differences in the
requirements applying to the measurement
of an entity's own credit risk.

Impairment. The 2014 version of IFRS 9

introduces an 'expected credit loss' rnodel
ior the measurement of the impairment of
tlnancial assets. so it is no longer necessarl
fbr a credit evenl to have occurred belbrc a

credit Ioss is recognized

Hedge accounting. Introduces a ncu
hedge accounting model that is designed to
be more closc'ly aligned * ith hou entitir.'s
undertake risk management activities when
hedging financial and non-financial risk
exposures

Derecognition. The requirements tbr the
derecognition of l'inancial assets and
liabilities are carried fbrward tiom lAS 39

Applicable to
an entity's first
annual IFRS
financial
statements tbr
a period
beginning on
or after I

January 201 8

IFRS l5 provides a single. principles based live-
step rnodel to be applied to all contracts rvitlr
customers.

The live steps in the model are as lirllorvs:

. ldentity the contracl with the customer

. ldentify the pertbrmance obligations in the
contract

. Determine the transaction price

. Allocate lhe transaction price to the
pertbrmance obligations in the contracts

o Recognize revenue when (or as) the entity
satisfi es a perfbrmance obligation.

7



Amcndment/lntcrprctation
lr) r statrdrr(l

lIiRlC 22: Foreign Currency
'l ransaclions and Advance
Consideralion
(lsxutl 8 Decenher 2016)

RrLogniliul o/ Delcrrcd Tux
.1.s.';t t.s fbt L itrrcql itd kx sc :;

(,1tnL'ndt ent,\ to l,,tS l)l

( L\.\uL'J I 9.lentkir' :0 I 6)

ll

Effcctive dale

Cuidance is provided on topics such as the point in
rvhich revenue is recognized, accounting fbr
variable consideration. cosls of tullilling and
obtaining a contract and various related matters.
New disclosures about revenue are also introduccd.

The interpretation addresses fbreign currencl'
ransactions or parts of transactions whele:

there is consideration that is denominated
or priced in a foreign currency;

the entity recognizes a prepayment asset or
a del'erred income liability in respect of
that consideration, in advance of the
recognition of the related asset. expense or
incomet and

. The prepayment asset or det'erred inconre
liability is non-monetary.

'fhe Interpretations Conrmittee carne to the
tbllowing conc lusion:

The date of the transaction, tbr the purpose

of determining the exchange rate, is the
date of initial recognition ol the non-
monetary prepayment asset or def'erred
income liability.

lf there are multiple pavments or receipts in
advance, a date oftransaction is established
for each payment or receipt.

Applicable to
annual
reporting
periods
beginning on
or alier I

Januarv 2018

Elftctive tbr
annual periods
beginning on
or atier I

Januarr' 20 | 7

htcome Tuxes to claril,v the

Unrealized losses on debt instruments
measured at thir value and measured al cost
tbr tax pulposes give risc to a deductiblc
temporary ditlerence regardless ol whcther
the debt instrumenl's holder expects to
recover the carrying amount of the debt
instrument by sale or by use.

The carrying amount of an asset does nol
limit the estimation ol' probable t'utLrre

r\rncnds IAS ll
lbllowing aspccts:

KWALE WA'IER & ST],WERA(;E COMPANY LIMITED

ANNt]AL REPORTS AND FINANCIAL STATEME,NTS
FOR THE YEAR ENDED 30 JUNE 2O2O

Inlpact



KWALE WA'[ER & SEWERAGE COMPANY LIMITEI)

ANNUAI, I{EPoRTS AND FINANCIAL STATEMENTS
FOR'tIIT] YT]AII ENDED SO.IUNE 2O2O

Am0ndment/lnterprclation
l0 x stx ll(la rd

I)i.tt lttsurt Init iaI iyc
(.ltt(tklL\(nts to 1.1,\ ')

(lsstrcd 29 January 20 t6)

('lo'i/ic'trt iorts to IFRS l5
' Rct c ttu e ./fu tm C 0 n I r u.' I s

v'ith ('usktmer.;'
(l.;sued l2 ,4pril 2016)

( lu.ssilicttl itn anel
I'lcLtsurcmurt o/ Shure-
hu.r a tl Pu _ttne n I Tftm su c t i on s

(Ancnclnrents to lFR,9 2 )
(lssuctl 2() .lune 2016)

,1ppl.r'ing IF RS 9 'Finutt'iul
lnst rutn e nt.s' v,it h I F RS J
' Itt :; to' ctttc c (' on l ruc l s'
(.1mltln:clls to IFRS 1)
ll.tsr,itl l2 Saptember 20l6 t

Arnends lfBS.Z ^Slurc-bured Pu.trncnl to clarif,! (he

standard in relation to the accountinB tbr cash-

seuled share-based payment transactions thal
include a pertbrmance condition, the classillcation
of share-based payment transactions with net

settlement t'eatures, and the accounting tbr
rnodifications of share-based payrnent transacrions
t'rom cash-settled to equity-settled.

an option that permits entities to reclassity.
tiom profit or loss to other comprehensive
income, some of the income or expensc's

arising tiom designated llnancial assets;

this is the so-called overlay approach;

Effectivc date Impact

taxable prolits.

Estimates lor future taxable profits exclude
Iax deductions resulting from the reversal
of deductible temporary ditterences.

An entity assesses a det'erred tax asset in
combination with other det'erred tax assets.

Where tax law restricts the utilization of
tax losses, an enlity would assess a

deferred tax asset in combination with
other del'erred tax assets of the same type.

Etfective tbr
annual periods
beginning on
or after I

January 201 7

Amends LILZ Stutement o/ ('osh h-lou,s to clarify
that entities shall provide disclosures that enable
users ol tlnancial statements to evaluate changes in
liabilities arising tiom financing actir ities.

Effective tbr
annual periods

beginning on
or after I

January 201 8

Rtvenue fi'on ('ontruct,t witlr
Cuslorners to clarily three aspects of the standard
(identifying pertbrmance obligations, principal
versus agent considerations, and licensing) and to
provide some transition relief for modifled
contracts and completed contracts.

t5Arnends IFli

Effective tbr
annual periods
beginning on
or atler I

January 201 8

Overlay
approach to be

applied when
IFRS 9 is first
applied.
Deferral
approach
eflective lbr
annual periods

beginning on

Amends IFRS 4 lnsurant'c ('ontrucls provide two
options tbr entities that issue insurance contracts
within the scope ol IFRS 4:

9



KWALE WA'TER & SEWERAGE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

Amendmenl/lnterpretation
to a standa rd

llffrctivc date Impacl

0r after I

January 2018
and only
available lor
three years
afler that date

An optional tenrporary exemption tionr
applying IFRS 9 tbr entities whose
predominant activity is issuing contracts
rvithin the scope ol IFRS 4; this is the so-
called def'erral approach.

The application of both approaches is optional and
an entity is permitted to stop applying them betbre
the new insurance contracts standard is applied.

Etlective for
annual periods

beginning on
or after I

January 201 8

The amendments to IAS 40 Investment Proparty'.

The list ol exarnples of evidence in
paragraph 57(a) - (d) is now presented as a

non-exhaustive list ol examples instead of
the previous exhaustive list.

The
amendments to
IF'RS 1 and
IAS 28 are

etl'ective tbr
annual periods
beginning on
or atler I

January 2018,
the
amendment to
IFRS l2 for
annual periods
beginning on
or aller I

Januarl' 201 7

Makcs amendments to the tollorving standards:

IFRS I - Delctcs the shorl-lernr
cxemptions in paragraphs t.,3 E7 ol IFRS
l. because thc), have nou servcd thcir
intended purpose

IFRS l2 - Clarilies the scope ol' the
standard by specitying that the disclosure
requirenrents in the standard. except ti)r
those in paragraphs Bl0-B16, apply to an

entity's inlerests listed in paragraph 5 that
are classified as held tbr sale, as held lbr
distribution or as discontinued operations
in accordance with IFRS 5 Non-twrent
Asset.y Held ./br Sule and Distontinucd
0perutiorts

Tran slcr s of lnt e s I me nl
Proper0 (Amendmenls to
tAS t0)
(lssucd 8 Dccember 20161

Annual lmprovemenls lo
IFRS Srundurds 201 1-2016
('tt'la
/ Ltsuc'l 8 Decemher 2016)

l0

Amends paragraph 57 to state that an entity
shall transfer a propen)' to, or fronr,
investment propeny when, and only when.
there is evidence of a change in use. A
change of use occurs if property meets, or
ceases to meet, the detinition ot'investn]cnt
property. A change in managemenl.'s
intentions for the use of a property bl,itself
does not constitute evidence of a change in
use.



KWALN, WATER & SEWERAGE COMPANY LIMITEI)

ANNUAL R[:POITTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30JUNE 2O2O

Amcnrlment/l nterprctali0n
to { stlr ndn r(l

ii) Nerv and amended standards and interpretations in issue but not yet effectivc in the ycrr
ended 30 June 2018

Amend m en t/l nlc rp retal ion

to a sta ndard

IFR\ l6; Leuscs
(lssuecl lJ Junuurl, 2016)

IFRS l7 ln.surtnca ('qntaLt,\
( lssucc! I 8 Mu.t' 20 I 71

l6's approach lo lessor accounling substantialll'
unchanged tiom its predecessor, IAS 17. i

IFRS l6 specifies how an IFRS reporter will
recognize, measure, present and disclose leascs. l'he
standard provides a single lessee accounting model.
requiring lessees to recognize assets and liabilities lbr
all leases unless lhe lease term is l2 months or less or
the underlying asset has a low value. Lessors continue
to classify leases as operating or finance. with ltrRS

IFRS l7 requires insurance liabilities to be nreasured
at a current fulfillment value and provides a nrore
uniform measurement and presentation approach tbr
all insurance contracts. Thcse rcquiremcnts are

designed to achieve the goal ofa consistent. principle-
based accounting for insurance contracts. IFRS l7
supersedes IFRS 4 lnsurunce Cuttruct,s as of I

January 2021 .

Effectivc datc lmprct

IAS 28 - Claritles that the election to
measure at fhir value through prolil or loss

an investment in an associate or a joint
venture that is held by an entity that is a

venture capital organization. or other
qualitying entity, is available for each
investmenl in an associate or joint venlure
on an investment-bv-inveslment basis.

upon initial recognition.

Effectivr date I nr pact

Applicable to
annual reponing
periods
beginning on or
after lJanuary
20 t9

Applicable to
annual reporting
periods
beginning on or
afier lJanuary
202t

lt



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YT]AR ENDED 30 JUNE 2O2O

Applicable to
annual reponing
periods
beginning on or
after I January
20t9

Annual periods
beginning on or
afier lJanuary
2019

Annual periods
beginning on or
atler lJanuary
20t9

1l"Rl(' 23 (lncartuirtt.t otrr
lnL tntc l'ttx Trcelntcttt.\
(lssuul i .lunc l0l7 )

Prcpu.trn,:nt F euture :; tt'ith
Ncgulive Compcnsulknl
(Atnandments to IFR\ 9)
(lssrcd l2 Oclober 2017 )

Long-term Intcra"'l:; in
.-l.t so L' i d I e s e n d, b i n I
I'cnt urc: (.1nrc ndntenls to
1.1:;2tt)
( Issued l2 October 20 I 7)

..lnnrttl lntTtnrc'nt(nl,\ to I l"ll,\
SrLtnltnl.s )0I 5 l0I1 ('.yclc

tlssucLl l.' Dcc'cmbcr 201 l)

The interpretation addresses the determination of
taxable profit (tax loss), tax bases, unused tax losses,

unused tax credits and tax rates, rvhen there is

uncenainty over income tax treatments under IAS 12.

It specitically considers:

Whether tax treatments should be considered
collectively

Assumptions lor taxation authoritics'
e\arninations

The determination oltaxable protlt (tax loss),
tax bases, unused lax losses. unused tax
credits and tax rates

-['he etfbct ofchanges irr f'acts and

circumstanccs

Amends the existing requirements in IFRS 9

regarding termination rights in order to allow
measurement at amortized cost (or, depending on the
business model, at t'air value through other
comprehensive income) even in the case of negative
compensation payments.

Clarifles that an entity applies IFRS 9 Financiul
lnstruments to long-term inlerests in an associate ,.rr

joint venlure that tbrm pan olthe net investmerlt in
the associate or joint venture but to which the equity
method is not applied.

Malcs lrncnclrncrrls to thc li)llo\ting stlrnrllrrtls

IFRS 3 and IFRS ll - The amcndnrents to
IFRS 3 clarily that when an entity oblains
control of a business that is a joint operation,
it remeasures previously held interests in that
business. I'he amendments to ltrRS I I clarili
that lvhen an entity obtains joint control ()f'a
business that is a joint operation. the entity
does not renreasures previouslv held interests
in that business.

IAS l2 -.l'he arnendnrents clarily that thc
rcquirerrcnts in thc ti)rnlcr pararraph 531) tt0
recognize lhg inconte titx c()nsequcnccs ()l'

clividends where tlrc tlansacti()ns or !'\clrls

Annual periods
beginning on or
alier I January
2019

1l



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30.IUNE 2O2O

that generated distributable protits are

recognized) apply to all income la\
consequences of dividends by moving the
paragraph away from paragraph 52A that only
deals with situations where there are difttrent
tax rates lor distributed and undistributed
pro fi ts.

IAS 23 - The amendments clarifi that if'an.'-
specitic borrorving remains outstanding atier
the related asset is ready tbr its intended use

or sale, that borrowing becomes part of the
tlnds that an entily borrows gerreral/1, rvhen
calculating the capitalization rate on general

borrowings.

Plot Antrulmenl.
('urtdilmo orScttlement
(Ancndmenls to IAS l9)
/lssucd 7 Februury 2() l8)

Anerulments to ReJ'erences lo
the (-onc'eptual Frumework in
IFR\ Srandards
(lssued 29 March 2018)

The amendrnents in Plun Amendntan!, C.urtdilntcnt ot
Scttlement (Amendment,s to IAS l9) arc:

If a plan amendment. curtailment or
setllement occurs, it is now mandatorl' lhat
the current serrice cosl and lhe net inlcrL'st
lbr thc period alicr the rcrncasuremer)l rc
detcrrnined using thc assLrlptions usc(l li)r
th!'rcnleasurentcnl.

Together with the revised Concapttnl Froncv'ork
published in March 2018, the IASB also issued

Amendments lo Re/erences lo lltc L'onLepludl
Frumeu,ork in IFR\ Stanclartls. The docutnent
contains amendments to IFRS 2, IFRS 3. IFRS 6,
IFRS 14, tAS I, tAS 8. IAS 34. IAS 37. IAS 38.
IFRIC 12. IF'RIC 19. IFRIC 20, IFRIC 22. and SIC-
32. Not all amendments, however updatc lhose
pronouncements rvith regard to rettrences k) and
quotes fiom the tiamervork so that they ret'er to the
revised L' once pt uu I Fru mev, u'k.

I'ages 8 to lJ notes lo thc I'inanrinl statem(,nts is

[rissing as thr platfornl does not lllorr

Annual periods

beginning on or
after I January
2019

Annual periods
beginning on or
after I January
2020

t3

ln addition, amendments have been included
to clarily the cll'ect ot'a plan arnendment.
cunailment or scltlement on the requiremcnts
regarding the asset ceiling.



KWALE WATER & SEWERAGE COMPANY LIMITED

ANNTIAL REPORTS AND FINANCIAL STATEMENTS
FoR THE YI,]AR ENDED 30 JUNE 2O2O

NO'I tls TO 1'HE, I.'INAN(rlAL S'IATEMFI,NTS (('ontinucd)

The Directors do not plan to apply any of the above until they become eU'ective. Based on their
assessment of'the potential irnpact of applicalion ofthe above. they do not expect that there
will be a significant impact on the company's financial statements.

4. AI'PI-ICATION OF NEW AND REVISED INTERNATIONAL FINANCIAL
RE,PORTING STANDARDS (IFRS)

iii) l.arlr atkrplion ol stantlards

'l'he entity' did not early - adopt any new or amended standards in year 20 | 8

{. St I NI IVIAI{Y OF SI(; N I T'ICAN'I' A('COI.) N-I'I N(; POL ICI ES

The principle accounting policies adopted in the preparation of these llnancial statemenls are set

oul belor!:

a) Revenue recognition

Revenue is recognised to the extent that it is probable that t'uture economic beneflts will llorv
lo the entity and the revenue can be reliably measured. Revenue is recognised at the fair value
ol' corrsideration received or expected to be received in the ordinary course of the cntil.t, .\

activities, net o,'value-added tax (VAT). where applicable, and rvhen speciflc criteria have
becn met tbr each of the e rlil.r, lr activities as described below.

i) Revenue from the sale of goods and services is recognised in the year in which the
.,rrrl-l' delivers products to the customer, the customer has accepted the products and
collectability of the related receivables is reasonably assured.

ii) Grants from National Government are recognised in the year in *,hich rhe entit.r'
actually receives suclr grants. Recurrent grants are recognized in the statenrent ol'
comprehensive income. Devc lopment/capital granls are recognized in the statement ol'
financial position and realised in the statement ofcomprehensive income over the uselul
life olthe assets that has been acquired using such funds.

iii) Finance income comprises interest receivable tiom bank deposits and investment in
securities, and is recognised in profit or loss on a time proportion basis using the
etJ'ect ive interest rate method.

iv) Dividend income is recognised in the income statement in the year in rvhich the right to
receive the payment is established.

v)
vi)

Rental income is recognised in lhe income statement as it accrues using the elfective
lease agreements.

I.l
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NOTtIS TO'I'rI E Fl NANCIAL STATEMFINTS (Continucd)

vii) Other incomc is recognised as it accrues

b) In-kind contributions

In-kirrcl contributions are donations that are made to the entity in the lbrm of actual goods
and/or services rather than in money or cash lerms. These donations may include vehicles,
equipnrent or personnel services. Where the financial value received for in-kind contributions
can be reliably determined. the entitt' includes such value in the statement of comprehensive
income both as revenue and as an expense in equal and opposite amounts: otherrvise, the
contribulion is not recorded.

{. S L] ]VI M A IT \' () [' S I(;N I I.- I C]A N'I ACC'OL] N'I-I N( ; PO LIC I F]S

c) Propertl, plant and etluipmcnt

All categories ol-property, plant and equipment are initially recorded at cost less accumulated
depreciation and impairment losses,

C.crtain calegories of property, plant and equipment are subsequently carried at re-valued
amounts. being their thir value at the date ot're-valuation less any subsequcnt accumulated
depreciation and impairment losses. Where re-measurement at re-valued amounts is dcsircd.
all items in an assel category are re-valued through periodic valualions carried out by
independent external valuers.

Increases in the carrying amounts of assets arising fiom re-valuation are credited to other
compre'hensive income. Decreases that oflset previous increases in the carrying amount ol'the
same assct arc'charged against the revaluation reserve accountl all other decreases are charged
t() prc,fit or loss in the income statement.

Cains and losses on disposal of items of property, plant and equipment are detennined by
comparing the proceeds from the disposal with the net carrying amount of the items. and are

re'cogniscd in profit or loss in lhe income statement.

tl) l)eprcciation an<l inrpairnrent of prol)(jrt\, Jrllnt anrl equipnrent

f:reehold land and capital uork in progress are not depreciated. Capilal rvork in progress

rclatcs mainly to the cots ol'ongoing but incomplete works on huildings and other civil rvorks
and installations.

Depreciation on property, planl and equipment is recognised in the income statement on a

straight-line basis to rvrite down the cost ofeach asset or the re-valued amount lo its residual
value over its estimated usel-ul life. The annual rates in use are:

25 years or the unexpired lease period
12.5 years

4 years

l5
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NOTES TO THli FINANCIAL STA'I'EMENTS (Continued)

Computers and related equipment 3 years

Office equipment, furniture and fittings 12.5 years

A full year's depreciation charge is recognised both in the year ofasset purchase and in the
year olasset disposal.

Items of property, plant and equipment are reviewed annually lor impairment. Where the
carn'ing amount of an asset is assessed as greater than its estimated recoverable amounl, an

impairment loss is recognised so that the asset is written down immediately to its estimated
recovcrable amount.

.I SIIMMAI{Y OF SI(;NIFICAN-I' ACCOTJNTIN(J P()LICIES

e) lntangiblc asscts

lntangible assels comprise purchased computer software licences. which are capitalised on the
basis of costs incurred to acquire and bring to use the specific sollware. These costs are

amortised over the estimated useful life of the intangible assets from the year that they are
available for use, usually over three years.

f) Amortisation and impairment of intangible assets

Amortisation is calculated on the straight-line basis over the estimated usef'ul life of computer
soflware of' three vears.

All computer software is revierved annually fbr impairment. Where the carrying amount ol'an
intangible asset is assessed as grealer than its estimated recoverable amount. an impairrnent
loss is recognised so that the asset is written down immediately to its estimated recoverable
amount.

g) ln\ cslnrcnt propcrtl'

Buildings, or part ofa building (tieehold or held under a finance lease) and land (lieehold or
held under an operating lease) held for long term rental yields and/or capital appreciation. and

which are not occupied by the entity, are classified as investment propeny under non-current
assets.

lnvcstment propertv is carried at l'air valuc. reprosenting opcn rrarket value detr:rnrincd
pcriodicalll'by indcpcndcnt !'xternal values. Changcs in l'air valucs ars includcd in profrt or
Ioss in thc incomc statcmcnt.

h) I,irrance antl opcrating lcascs

Leases which conf'er substantially all the risks and rervards of orvnership to the entitv arL'

classitlcd as linance leases. Upon initial recognition. the leased asset is mcasured at an

amount equal to the lower of its t'air value and the present value of the minimum lease

l6
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NO'I'US'l'O l'll l.l l'l NAN('lAl, S'l'A'l'liM IINTS (Continucd)

pa),ments. and the asset is subsequently accounted fbr in accordance with the accounting
policy applicable to that asset.

{

All other leases are treated as operating leases and the leased assets are recognised in the
statement ol llnancial position to the extent of prepaid lease rentals at the end of thc year.

Pa;'mcnts made under operating leases are recognised in protit or loss on a straight-line basis
over lhe term ofthe lease. Lease incentives received are recognised as an integral part ofthe
total lease expense over the term ofthe lease.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

i) Fixed interest inl'cstments (honds)

Iiixed interest investments rel'er to investment funds placed under Central Bank of Keny'a
(CBK) long-terrn inl'rastructure bonds and other corporate bonds with the intention ol
earning inlerest income upon the bond's disposal or maturity. Fixed interest investments are

lieely traded at the Nairobi Securities Exchange. The bonds are measured at lair value
through protit or loss.

j) Quoted investments

Quoted investmenls are classitled as non-currenl assets and comprise marketable securities
traded lieely at the Nairobi Securities Exchange or other regional and international securities
exchanges. Quoted investments are stated at fhir value.

k) Unquotedinvcstmcnts

l) lnlcntories

lnventories are stated at the lower ot'cost and net realisable value. The cost of inventorics
comprises purchase pricc. inrport duties. transportation and handing charges. and is
deternrined on the moving avcrage price method.

nr) 'l'rirdc :rnd othcr rcceivables

'['rade and olher receivables are recognised at lair values less allovvances fbr anr

Lrncollectible amounts. These are assessed for impainnent on a continuing basis. An estimate
is made of doubtt'ul receivables based on a review of all outstanding amounts at the year

end. Bad debts are rvritten offalier all eflorts at recovery have been exhausted.

l1

lJnquoted investmcnts stated at cost under non-current asscts. and comprise equity shares

hcld in othcr Government owned or controlled entitics.



NOTES I'O THE FINANCIAL STATEMENTS (Continued)

n) Taxation

('ttrronl intonc lu-r

I

Currcnt income tax assets and liabilities t'or the currenl period are measured at tlre arnounl
cxpected to bc recovered tiom or paid to the taxation authorities. The tax rates and tax laws
used to compute thc amount are those lhat are enacted or substantively enacted, at the
reporting date in the area where the Entity operates and generates taxable incomc. Current
incorne tax relating to items recognized directly in net assets is recognized in net assets and
not in the statement ol financial performance.

STIMMARY OF SIGNIFICANT ACCOUNTING POLICIES

n) Iar;rtion

(-urrc l inu)n,e la-r

Current income tax assets and liabilities for the current period are measured at the amounl
expected to be recovered liom or paid to the taxation authorities. l'he tax rates and tax laws
Lrsetl tu compute the amount are those that are enacted or substantively enacted, at the
reportints date in the area where the Entity operates and generates taxable income. Currcnt
income tax relating to items recognized directly in net assets is recognized in net assets and
Management periodically evaluates positions taken in the tax returns rvith respect to
situations in which applicable tax regulations are subject Io interpretation and establishes
provisions where appropriate.

Deferred la.r

Deterred tax is provided using the liability method on temporary differences between the
tax bases ofassets and liabilities and their carrying amounts lor financial reporting purposcs
al the reporting date.

Def'erred tax liabilities are recognized for all taxable temporary differences, except in
respect of taxable temporary differences associated with investments in controlled entities.
associates and interests in joint ventures. when the timing of the revcrsal ofthe temporary
difl'crences can he controlled and it is probable that the temporary differences rvill not
rc'lerse in the lbreseeable fluture.

[)ef'erred ta-x assets arc recognized fbr all deductible temporary difl'erences. the carry
lbrward ol'unused tax credits and any unused tax losses. Def'erred lax assets are recognized

to the extent that it is probable that taxable profit will be available against u,hich the
deductible temporary dilflerences, and the carry lbrrvard of unused tax credits and unused
tax losscs can be utilized, excepl in respect ofdeductible temporary dilferences associated
rvith invesunents in controlled entities, associates and interests in joint ventures. defbrred
tax asscts are recognized only to the extent that it is probable thal the temporary diftercnces

l8
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Will reverse in the fbreseeable future and taxable prolit will be available against which the

temporary difl'erences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to

lhe extent that it is no longer probable that sufllcient taxable profit will be available to allow
all or part of the det'erred tax asset to be utilized. Unrecognized deferred tax assets are re-

assessed at each reporting date and are recognized to the extent that it has become probable

that luture taxable profits rvill allow the deferred tax asset to be recovered.

Dc'lcrred tax asscts and liabilities are measured at the tax rates thal are expecled to apply in

tlre year when the asset is realized or the liabilily is settled, based on tax rates (and tax laws)

that have been enacted or substantively enacted at the reporting date.

STIMMARY OF SI(;NIFICANT ACCOI-INTING POLICIES

n) Tarltion

DeJerre tu-r

Defbrred tax relating lo items recognized outside surplus or deficit is recognized outside

surplus or deficit. Deferred tax items are recognized in correlation to the underlying
transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally
enftrrceable right exists to set off current tax assets againsl current income tax liabilities and

the def'erred laxes relate to the same taxable entity and the same taxation authority.

o) ( ttsh rnd clsh etluirllcnts

('ash and cash equivalents contprise cash on hand and cash at bank, shon-term deposits ttn

call and highly liquid investments with an original maturity ol three months or less. rrhich
are readill convertible to known amounts of cash and are subjecl to insignilicant risk ol'
changes in value. Bank account balances include amounts held by the bank at the end ol'the
reporting period. For the purposes ofthese financial statements, cash and cash equivalents
also include short term cash imprests and advances to authorised staffs at lhe end of the

linanc ial year.

p) llorrowings

lnterest bearing loans and overdratls are initially recorded at lair value being received. net ot
issue cosls associated rvith the borrowing. Subsequently. these are measured at amortiscd
cost using the ell'ective interest rate method. Amortised cosl is calculated by taking inttr

account any issue cost and any discount or premium on settlement. Finance charges,

inclLrding prcrniums palable of settlement or redemption are accoun(ed lirr on accrual basis

and are addcd to the carrving amount ol'the instrunrent to the extent that they are not settlcd

in thc pcriod in which thcy arise. Loan intercst accruing during the construction ol'a Pro.iect
is capitalised as part of the cost of the project.

l9
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NOTES TO THE FINANCIAL S'IATEI\IFINTS (Continucd)

q) 'l rrrrlc antl othcr;ratahlcs

'Irade and olher payables are non-interest bearing and are carried at amortised cost. u,hich is

measured at the fair value of contractual value of the consideration to be paid in luture in
respect of goods and services supplied. whether billed to the entity or not, less any payments
made to the suppliers.

{ STIMMAITY OF SI(;NIFI(]ANT AC(]OTINTIN(; PoLICIES

r) Ilel irernelr t l)cnefit ohliglrtions

The company contributes to the statutory Nalional Social Security Fund (NSSF). This rs a
detlned contribution scheme registered under the National Social Security Act. The
company's obligation under the scheme is limited to specitic contributions legislated fiom
time to time and is currently at Kshs.200 per employee per month.

s) Provision for staff leave pay

Employees'entitlements to annual leave are recognised as they accrue at the employees. At
provision is rnade fbr the estimated liability for annual leave at the reporting date.

t) Exchange rate d ifferences

The accounting records are maintained in the functional currency of the primary economic
environment in which the entity operates, Kenya Shillings. T'ransactions in foreign
currencies during the yearlperiod are translated into the functional currency using thc
exchange rates prevailing at tlle dates of the transactions or valuation where items are re-
mcasured. Any fbrcign exchange gains and losses resulting tiom the settlement of such
transactions and liom the translation at year-end exchange rates of monetary assets and
liabilities denominated in lbreign currencies are recognised in profit or loss.

u) Budget information
-fhe original budget tbr FY 2018-2019 was approved and signed by the BOD on l6rr'March
2018. 'l'here has been no additional appropriations made to the approved budgc't in

accordance with specilic approvals tiorn the appropriate authorities. 'fhc additional
appropriations are added to the original budget by the entity upon receiving the respective
approvals in order to conclude the final budget. Accordingly, the company did not recorded
additional appropriations of on the 2018-2019 budget lbllowing the governing body's
approval.
The entity's budget is prepared on a different basis to the actual income and expenditurr"'
disclosed in the financial statements. The financial statements are prepared on accrual basis

using a classification based on the nature ofexpenses in the statement ofllnancial

performance. whereas the budget is prepared on a cash basis. The amounts in the financial
stalements were recast tiom the accrual basis to the cash basis and reclassified by
presentation to be on the same basis as the approved budget. A comparison of budget and

20
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actual amounts, prepared on a comparable basis to the approved budget. is then presented in
the statement of comparison of budget and actual amounts. ln addition to the lJasis

dillerence. adjustments to amounts in the Ilnancial statements are also made for differences
in the lbrmats and classification schemes adopted for the presentation ol the financial
statements and the approved budget.

{ StIMMAIt\' O[-SI(;NIF'ICAN'I' A('COI.IN'TIN(; I'OLICIIiS

u) llu rlget in lir rnr a t ion

A statement to reconcile the actual amounls on a conrparable basis included in the statement
ol'comparison of budget and actual amounts and the actuals as per the statement ol'financial
perfbrrnance lras been presented under page 6 of thesc financial slatenrcnts.

\ ) Scrvicc concession ilrrilngenrcnts

'l'he Entity analyses all aspects of service concession arrangements that it enters into i11

determining the appropriate accounting treatment and disclosure requirements. ln particular,
rvhere a privale party contributes an asset to the arrangement. the Entity recognizes that assel

when, and only when, it controls or regulates the services the operator must provide together
u'ith the assel. to whom it must provide them, and at what price. In the case ofassets other
than 'whole-of'-lif'e' assets, it controls. through ownership, beneficial entitlement or
othenrise anv significant residual interest in lhe asset at the end of the arrangenrent. Anl
asscts so recognized are measured at their thir value. To the extent that iin assct has been

recognized. the []ntity also recognizes a corresponding liabilitl. adjusted by a cash
consideration paid or received.

u ) ( 'onr pa ra tivc figures

Where necessary comparative ligures for the previous tlnancial year have been amendcd or
rcconfigured to conlbrm to the required changes in presentation.

x) Su bsequent events

'l'here have been no events subsequent to the financial year end with a significant impact on
the financial statements lbr the year ended June 30, 2019.

st(;N I Ft('AN1'
I JN('l,t tt'l AIN't'Y

.ruD(;MENTS AND S()tiRC]ES OI,' llst'lMAl'lON

'l'he preparation ol the Entity's flnancial statements in conl'ormity with IFRS requires
managcment to make judgrnents, estimates and assumptions that afl'ect the reported amounts of
revenues. expenses. assets and liabilities. and the disclosure of contingent liabilities. at thc end
ot'the reporling period. However. uncertainty about these assumptions and estimates could

5
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resuh in outcomes that require a material adjustment to the carrying amount of the asset or
liability alfected in l'uture periods.

State alljudgements. estimates and assumplions made.

I'.st inrltcs r ntl assu nr pliorrs

Ilsclul lircs antl rcsitlual vllucs

'l'he useful lives and residual values of assets are assessed using the fbllorving indicators to
inlbrm potential future use and value tiom disposal:

e The condition ol'the asset based on lhe assessment ofexperts employed by the Entity
o T'he nature of the asset, its susceptibility and adaptability to changes in technology and

processes
. The nature ofthe processes in which the asset is deployed
r Availability oftunding to replace the assels
o Changes in the market in relation to the asset

Provisions

Provisions were raised and management determined an estimate based on the inlbrmation
available. Additional disclosure ofthese estimates ofprovisions is included in the notes

Itrovisions are measured at lhe management's best estimate of the expenditure required to settle
the obligation at the reporting date. and are discounted to present value where the etlect is

material.

))

'I he key assunrptions concerning the f'uture and other key sources ofestinration uncertainty at

the reporting date. that have a significant risk of causing a material adjustment to the carr) ing
amounts of assets and liabilities within the next financial year, are described below. The Entitt'
based its assumptions and estimates on parameters available when the financial slatements were
prepared. llowever. existing circumstances and assumptions about tuture developments ma1'

change due lo markel changes or circumslances arising beyond the control o1'the F.ntity. Such
changcs are rellectcd in the assumptions rvhen they occur.
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NOTES'I'() THE t'INANCIAL STATEMENTS (Continucd)

6 WAI-ER SAI,F:,S

'l-here was an increase in revenue tiom kshs I 20. 127.655 to kshs I 2 I .865.224

7 (a) (;RANTS FROM COUNTY GOVERNMENT.

I{eccurrcnt rant receivcd lionr ('oLrnt Govcrnmcnt in Mar 2020
l{rcc Lrrrcrrt ant rcceived tiom Count (iovcrnment in Ma 2010
'I.OTAl. 15,6J7,738

Note: KWAWASCO rcceivod grant liorn County (iovcrnment ol' K\vale ol' ksh 14.576.0(X) rlhich
rias paid clirectll to Kenya Porver and Lighting Companl Linrited to settle hulk clectricitl bills.

(b) DIFFERED INCOME: GIIANTS FROM COI-JNTY GOVERNMENT & WSTF-

RECEIVEI) IN FY 20I9120

\\Sl[:Van a \{'utcr l)ro cct t0%)

le!!{:e 9!
31.970.(x)KRA l.r'l - u n a Pro cct

I t.5l9,tt2J.0r)

Ksh. 9. I 65,2 I 5 being I 0% of Vanga and Shimoni water projects that never took olf rvas

recalled by County government. County water bill, monies given by WS'l F to County
government olkwale to draft rvater bill was full utiliscd

lVlinor \\'ater Sale s t06.244. t t0
Maior Water Sale H.859.119 ti.883.545
I ol:t I I 2 t ,865,22{ I 20,1 27,655

(iovernnrcnt in Nov l0 l9Ilecc urrent ant received lrom Count 5.000.000 8.600.000
1.800.000
5.776.000

1.1.57(r,000

20t9/202l|
Kshs

20lli/2r)19
Kslts

Capital grants realised from Countv ()ovcrnnrcnt and

C ount rvater bill
\\'s't'!'

..1 . l9e.i 16.00

23

2019t2020
Kshs

201!!20)2_
Kshs

7.017.7-j 8

WS'l lr Shinroni \\tatcr Prtlert ( lQ%) _l

2019/2020
Kshs Ksh s

20lat20t9

t07.005.975

1.120.6i8.00

't o't At,
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

lt oTItEtt IN('()ME,

I I,{55,ti25
Water connection increased by Ksh 1.163,225 and there wasa drop in meter rent by Ksh

343.200.

e (a) AI)MINIS'I'RATION COSTS

270.000

llad debts rr rittcn ot'l
Othcr o cl itt l c\ llscs WSt)I)

91.652.075 til),J2J,J65

Irurthcr r.'rplanatiolr t() thcse expcnditures have been explained in their respcctivo schedLrles

Meter Ilent 9.7 3 2.05 0 10.075.250
2,543.800 1.380.575

12,275,tt50

50.115. t ll 5 t.tt2 t.3l0Stall'costs (note 9b)
I)ireclols' crrolun.lcnts 1.500.000 2247.500
Electric ity and rvater 22.690 r33.534

t.549.786Commun ication services and supplies t. t37.551
I nlnsportalion. lravcllitrl']. arrd srrhsisterrce 8.443.078 5.471.53.r
Advertising. printing. stationery and photocopying tt3 1.711 92 I .3.19

I{crrt cr pcnses 292.500
Stall trairring c\ pcn scs 362,76t) 7l7.650
Ilospitalitl sLrpp lies and sen,iccs I .648. l.t8 1.6,1.1.05-.1

lnsurance c()sts i I 9.863
Bank charges and cornmission 40 t.761

l0l.lr89
.19 8.0 t 8

Subscriptions 237.400 .15.400

Auditors' remuncration t28.000 ll2.000
Oflice and gcncral supplies and services 299.219 51.l]5
Corporate Social Responsibility (COVID- l9) 50.000
l-iccnse. lr incs and Pcnal(iss 199.7 t2
Legal fl'cs 909.201 ()0().ti90

Repairs and maintenance 2.226.11t 2.284.221
Provision lbr bad and doubtlirl debts 6..1I 5.052 6.e26.300
( )ther o pcrat ing c\ pcnscs 7.989.050 4,402.3 r8

_.142.541

7. r 58.060

l.l

Tol:t l

Total

201912020 |----KJr 2018/2019
Kshs

Connection

2otgt2020 I

K.t.T
2018/2019

' Kshs
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NOTES'l'O TH I,l FINANCIAL STA'I'EMENTS (Continucd)
9 (h) STAFF (',OSTS

There was a drop in salaries and allowances of permanent staffemployees afler the removal ofCBA

salaries to all carder ofstafl

l0 l)tREC'I'cosT

CWWDA/WASRIB/WARMA
('ost ol'bulk e lcct ric ity

9%o administration f'ee ol water sale for CWWDA was removed, as per the gazetle notice

issued. krvawasco is recognising 47o of water sale to WASREB.

I I (:t) Ol'lilLA'I'lN(; PR(X-ll) (I,OSS)

2019t)020 2l)ltt/20t9
Salalies and allorvances of permanent employees 4 5.67i.3 02 4'l .199.142
Wages of temporary enrployees 4 5.526

Other pension contributions
272,800 281.100

7.12. t8 t

rrtl gral uitv plovisions
'l'otal

3.549,661
51,82 t,l l0

'l'hc ilvcragc numbcr ()l cnr;rlr)vces at thc end of Ihe vear rvas:
Permanent employees - Management l 2,62 5.4 5 5 2.692.0 | 6

Permanent employees - Unionisable 62 r{l I 17 I r77 20.861. t25
'l'emporary and contract employees 27 .472.580 28,266. t69
-lirtal

50,{25,1 l2 5l,821,310

20t9t2020 20 t lt/20I 9

Kshs Kshs

5.507.085 12.461.439

34.464.450 31.77 4.485

3 r ..11 3.300( ost ol'bLrlk Water 37.2 r8.020

77,I89.555

lhe operating profit/(loss) is arrived at after
charging/(cred iting) :

Sta fl'costs (note 9a) 50.,125. I I2 51.82 r.i t0
[)cpreciation of propcrtr'. plant and equipn]ent 6.917 .7 t6 1.970.731
Arnortisation ol' intanqible asscts 355. t99 t.039.32i
I'rorisiorr Iirr bad and cloLrtrtlirl debts 6;7 57,593 5. r90.560
Directors' emolumcnts - I'ees t.500,000 t.l11.000

- otlrer 3 5.5 00
Arrditols' rernuneralion - currcnt vcar lces 228.(X)0 2 32.000
'l'otal (66, r 8J,620) (67,237. r 61)

l5

706,049
3.772,961

s0,{2sJ l2

.19

78,619,22{

2019t2020
Kshs

291!4919
Kshs



KWALE WATER & SEWERAGE COMPANY LIMITEI)

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR T}IE YEAIT ENDED 30 JUNE 2O2O

'lhc company realised a deficit in its trading

Protit befbrc taxation/ Loss (27 .397.17 l\ (6.1.1 r.601)

T'ax at thc applicable tax rate' of J07u

Total (27 ,397 .1711 (6,2{ I,602)

NOTES TO THIt FINANCIAL STATEMENTS (Continued)
II INCOME TAX EXPI NSE(CREDIT)

(b)Rcconciliation of tax expense/ (credit) to the
Expcctcd tax basctl on accounting profit

2019no20 I

K.rr*l
20t8t2019

Kshs
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KWALE WATER & SEWERA(;E COMPANY LIMITED

ANNUAL REPORTS AND FINANCIAL STATEMENTS
FOR TIIE YEAR ENDED 30 JUNE 2O2O

NO IFI,S I()'l'H I,l FI NAN('l Al, S'tA'l'liM IiN'l'S (Contin uetl)

ll t.t.\ tt \ t\ (; s t,t,]t sil..\t{r,.

-Ihe 
earnings per share is calculated by dividing the profit afier lax of Kshs.0 (201 6: Kshs.0) by

the average numbcr ot' ord inary shares in issue during the year of 0 (20 | 6: 0). There were not
dilutive or potentially dilutive ordinary share as at the reporting date.

IJ I)IYII)I'ND PEIi SHARE

Proposed dividends are aocounted for as a separate component of equity until they have been

ratified and declared at the relevant Annual Ceneral Meeting (AGM). At the ACM to be held
befbre the end ol'2018. a final dividend in respect olthe year ended June 30,2018 olKshs.0
(1017: Kshs.0) tbr every ordinary share ol par value of Kshs.0 is to be proposed. An interim
dividend ol'Kshs.0 (201 7: Kshs.0) for every ordinary share of par value of Kshs.O was dcclared
and paid during the year. 'Ihis will bring the total dividend fbr the year to Kshs.0 (2016:
K sh s.0 ).

27



KWAl.L WATt.R ANI) SI.\\ El{A(;11 COMPANY l.lMl'l'El)

A \ \ l .\ L lt uP()tt-IS .\N t) t.'t \.\\('t,\L S'tAt'IiM |)N'I'S
F()R I Illl \ llAIt l.\l)hl) 30.1t \E 2020

12j% l2.s%o

3 t.576.341 2.149.136

30. r65.006 5,067,400

(0) (0)

6t,711 ,317 7,216,5J6

15.344.347 l.l15.187
1.7 31.051 5 t.1.498

(0) (0)

20.078,.t0{ 1,829,885

{l,662,9{3 5,Jri6,651

NOTES TO THtl FINANCIAL STATEMENTS (Continued)

l{ (a) PROPF|,RTY, PLAN'I'AND EQUIPMENT

('osT oR v.4LtrATto\
Ar Jul), |.20t9

25v. 30% t2.5v.
4.950.000 3.088.503 2.996.288 44.760.268

2.497.650 2.042,440 39.772.196

[)isposals

At Ju ne 30, 2020 {,950,000 5,586,151 5,038,728 8.t,5J2,76{
I) EPRECI ATI ON
AI JUI r.2019 2,175,000 2.696.63i 2.560.275 24.39t,642

t.237.500 310,810 t20.851 6.917 .7 t6
E-liminated on disposal (0) 0 (0) (0)

At Ju ne 30,2020 3,7r2,500 t,007,t43 2,68r,r26 J I,309,358

NET BOOK VALTIE
At June 30, 2020 1,2J7,50(' 2.57tt,710 2,357,602 53,221,{06

Kwawasco benefitted greatly through a large consignment of 1,000 pieces ofconsumer meter received from the County, but could not
capitalisc these into its bor:ks as the o$nership documents are held by Counrv water depanment.

(0) (0) (0)

Additions
lransters

Charge for the year

C onrpulers
& rclated
cquiDmcnt

()fiice
eq uipmenl,
furoiture &

fi ttings Torxl

2020
Plaol ard
machinerv

lllotor
c] cles

lltotor
rehiclc



K\\.\t.[. \\.\l'l,.lt .\\l) sl,.\\ 1,.R,\(;[. ( o\il,,\\\' l. t\t I il..t)

ANNT]AL ItEPoRTS AND }-INANCIAI- STATEMI'NTS
FOIT'fHE }'EAR ENI)F]D JO.ITINE 2O2O

NOTES TO THE FINANCIAL STATEMENTS (Continued)
l{ (a) PROPERTY, PLANT AND EQtIIPMENT (Continred)

COST OR vALI.]ATION

Transfers

Disposals

At ,lune 30.2019

DE PIIECIATION

Ar Jul] l. 2018

Cha e for the year

Eliminated on dis sal

Al June J0. 2019

\fT BOOK VALT]E
At .lune 3l), 2019

12.59'.o 30% 12.5% 12.5%

10.26.1.45 t 4.950.000 41.04.1.208

t.3 I t.890

2.696.633 2.983.988 2. t49.86
39 t.870 t2.300 | .7 t6.060

(0) (0) (0) (0)
(0)
(0) (0)

I I,576,J{l {.95(}.000 3,088,501 2.996.288 2,I {9,136 {{,760.268

I 1.576.920
2..r75.000 I .817. 164 2..180.582 1.05 i .245 | 9.,120.9 | I

3.7 61 .427 859.469 79.693 221.59 t 4 q70 711

(0 ) (0) (0) (0) (0) (0)

15,3{{,3.t7 2,{75,000 2,696,633 2,560.275 1.315,387 2{,391.612

16,2Jt,99{ 2,{75,000 19t,870 {J6,0tJ 8J3,7{9 20,368,626

l9

At Jul], l. 2018

Additions

2019
lConrputers
I & relaled

I equipmeat

Oflice
equipmeni,

fu rniture
& fittircs

Plana aod
mechinen'

I l\lotor
I rchicles,

Molor
cycle 'Iotal



NOTlls'l'O THE FINANCIAL STATEMENTS (Continued)

l{ (b) INTAN(;rr}LE ASSETS

COST
At I July 2019
Add it ions
Disposals

r\t ,.10 Jrrrru l0l0

AMORTISATION
At I July 2019
Charge for the year
l)isposals
Irnpairnrcnl loss

i\t l0 JLrne l0l0

NET BOOK VALUE
At 30 June 2020

2019t2020
Kshs

3.846,782
355,199

(0)
(0)

20t8t2019
Kshs

2.807,45 9
t,039,323

(0)
(0)

4,201,981 4,201.981

(0) (0)

.1.20 I .98 I '1.201.91i I

4.201.981 1.846.782

355.199

30
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KWALE WATER & SE,WERACE COMPANY LIMITED

ANNUAL ITEPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

NOI'tis T() THE t'INAN(IIAL STATIIMEN'I'S (Continued)

I5 (a) TRAI)E ANI) OT'llER RIICEIVABLES

r5 (b) TRAr)E RECEtVATILES

The provision lbr doubtlul debts is the increase of ksh 25,660,2 l0 tiom the gross trade receivables
subjected to 250lo, making the charge tbr the year to be ksh.6. 4l 5.052

2l 8.869.091Tradc receivables (note l5(b)) I 99.623.936

( )thcr reccir ahles 9.000 l]7.3 ll

Gross tradc and othcr receivables 2 r 8.878.094 I 99.761 .248

Nel lrade and other receivables 2l 8.878.094 199.761.248

(iross tradc rcceir ahlcs .r08.327.643 282.667.433
l)ror isiorr lirr doubtlLrl rcccirablcs ( 89.458.549) ( 81.()-+i ^-+97 )

I I 8.869.09.t 199.623.9i(r

At June 30. the agcing analysis of the gross trade
receivables was as lbllows:

Le'ss than 30 davs 3.265.801 2.634.5t7
Belrveen 30 and 60 days 4.065.378 :r..+52.121

Belween 6l and 90 davs 3.741.(m3 2.63)..226
Bet\\'een 9l and I 20 davs 4.403.872 2.821 ,370
Over I 20 days 203.391.0"10 I 88.0{J3.70I

218.869.094 19e.62i.936

il

201912020
Kshs

20t8/2019
Kshs

2019t2020
Kshs

20t8t2019
Kshs



. KWALE WATER & SEWERA(;8, COMPANY LIMI'I-T]D

ANNI.IAL REPoRTS AND FINANCIAL STATEMENTS
F-oR TI{E YEAR ENI)ED 30 JI.INE,2O2O

NO'[ES l'O'l'llli ]'INANCIAL S'l'A'f FIMENTS (('ontinued)

l5 (c) STAFF RECE,IVABLES

'l'he caseT,r'as concluded in tavour olthe det'endant

16 BANK ANI) CASH BALANCE,S

Kraau,asco banks with two financial institutions that is the Kenya Commercial Bank ol'Kenya
and Equity Bank. The Watcr and Sanitation Development Project Account u'as opened with
KCB. Bank and cash balances has been rounded to the nearest one shilling in the statement ot'
iinancial position.

342.541Gross staf'l' krans and advances
(0) (0)Provision fbr impairment loss

l.ll.5-+ l

[,essr An]ounls due within onc vear (0) (0)

342.5.+ IAmounls duc aller rtne vcar

Cash at bank 16.894.802.47 I 5.5 16.976

86.959.00 19.047Cash in hand

'l ol:tI I 6,981 ,761 .47 I 5.566.0t-l

tl

2019t2020
Kshs

2018/20 r e

Kshs

20t8t20te
Kshs

20tet202o I
Kshs



. KWALE WATER & SEW}:RAGE COMPANY LIMITE,I)

ANNI.IAI, IIEPOIITS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JI-]NE 2O2O

NOTES TO THE FINANCIAL STATEMENTS (Continued)
l6 BANK AND CASH BALANCES (Continued)

Thc nrake - trp ol'bank balances and short term deposits is as fbllows

l)ctailed anall'sis of thc cash and cash equivalents

I: uitr'[]ank
su h- tottl

a) Currcnt accou nt
([ixpcnditurc)
Kenra ( onrnrcrcial bank 1 1 0800473 3 l .l 82.600.94 199.320. l4

te.860.71Ilquity Bank 0440294 r 3490,s I 9.(rtl0.7l
WSDI) l'rojcct 12.r0281215 57.023.00
Sub- lotrl l,259,-10{.69 2 t 9.180.86

b) ('ollcction accounts
I 6.1.839..11Kenya Commercial bank I 108004849 :r.256.878.36

04401 94 1 349 il 14.1i3.80 ll.-lli.lJ0
3,271 ,-j I 2. l 6 179,273.2t

c) l'iretl tleposits account
licluity bank (cuslomer
deposit) 3.723.618.25 3.506.3 78.25

0440I94I349t5

Su b- total .1,72-1,6J{t.25 3,506,378.25

d) ()thers(Project Accounts
e)) 8.612.473.40 I 1.519.823.30

cash in hand 86.959.00 49.0.17.00

28.0(r.1.00 9l.i2 t.(x)M pesa 871600
Sub- to(:tl u,727,196.10 u,661,t91.-10

l6,9tt I ,761 .{7 15,566,021.62(irantl total

t, tt( ).1ti( "t s A('('()t rN't's ACCOUN'f NO: 2019t2020 2018t2lJt9
\\'S I [' Vanga \.ralcr proiecl lt+t7ti95 t0 3. I 99..j I 6.3 5
( oLrnly n.rler l] ill I 23 5959678 2.067.00 l.l10.6i lt. ()()

WS'I'F Shimoni water proiect l2+l7tie073 5.965.898.95
KRA L/[,unga t580267877573 33.790.00 33.970.00
WS'|F Llkunda I lousehold San I 26842 1418 2.977.076.00
Mgandini Sanitation Prolcct t?60307670 3.629"056.00
I;ujita Watcr Pro iect 1273250230 221.313.40
Madibu,ani Sanitation Proiect 125e629708 685.946.00
Shirnoni l'2 Sanitation I'rojcct 1257 t7 5947 89.04:t.50
Pongu,e Szrnitation Project 1260307125 94.8.16.00

l;gu Sanitation proiect 1259628760 8l 5.946.00
Nlljinrboni 1260308057 63.389.50
t'()'t'A L 8,61 2,{7-3.{0 I I,5 t 9,823.30

!019-10:
h!\lrs





KWAt,Ii WATIiIT & SEWERACE COMPANY LIMITET)

ANNT]AL REPORTS AND FINANCIAL STATEMEN'I'S
}.OR THII YEAR ENDED 30 JUNE 2O2O

NOTES I'O TllE FINANCIAL STATEMENTS (Continued)
t7 (a) ()RI)INARY SHARE CAPITAL

I7 (l)) ( ,\l'l l /\1. Rl'lsl.ll{Vl,l

2019/2020 2018/20 | 1)

Kshs Ks hs

Capital Reserve. 36.7 t9.864 i6.7 t9.861

l7(c).\( ( t Ilt l- \'l l.ll) l{ll\'[]\t'[.IiESERYE/ DE]-l( 11'

As at Jull' I . 2018 (90.11r.819)
Surplus/ deficit lbr the year (6.1.+ I .602 )
As at .lune 30. 201 9 (96.383.421)

,\s at .lLrlv I . 20I 9 (96,383.421)
[)elicit fbr the year (27 .397 .17 | )
As at Junc 30.2020 ( [].780.892 )

l8 ttEv'ALt rA'I'l()N RI,tSERVE

'l ltc rcvalttitliort rcscrve relates to the revaluation ol' certain itcnrs ol' propenv. plant antl
crpriprlcnt. As indicatccl in the Statement ol'Changcs in ll;trity, this is staled altcr transf'er ol
cxccss tlcplcciation ncl ol'related def'erred tax to retaincd carnings. I{cl'aluatirln surpluses are
ttot tlistrihLttab lc.

I9 }'AIR VALI.II AI).IT'STMENT RESERVf,

'['he thir value adjustment reserve arises on the revaluation ol available-tbr-sale llnancial assets.
principally the marketable securities. When a financial asset is sold, the porlion of the reserve
that relates to that asset is reduced from the lair value adjustment reserve and is recognised in
prolil or loss. Where a flnancial assel is impaired, the portion of lhe reserve that relales to that
asset is recognised in profit or loss.

20 R['I'AINI]I)T]ARNIN(;S

Ihe rctained
sharcholtlcrs.
acti\ it ics.

earnings represent amounts available krr distribution to the kwar.vasco'.r

[Jndistributed retained earnings are ulilised to tinance thc kwau,asco ]r business

,\uthorised:
2.000 ordinary sharcs of Kshs.l,000 par value each 2.000.000 2.000.000

lssucd and lirlh paid:
2.000 ordinary shares of Kshs. I ,000 par value each 2.0(x).000 l.(xx).(x)0

)+

2019t2020
Kshs

2[ltJ/2019
Kshs



K\!.\t.t.t \\ .\'il,)t & sl.l\\ [.t{,\(;I,. ( oi}tt,/\NY t,tNtt't[]t)
.\\\t"\l. I{t..pott ls .\\t) }'tt\,\\( tAt. s t'.{Tt,t\IEN.t S
l'ol|ilIt,. \'ta.\R r.t\t)t.)).10.tt \t.t 2020

NO'f ES'l'O'f ll E f l N,,\N(llAL SI'A'I'EMENTS (Conrin uert)

2I'I-0TAI,CTiIIRT]NT I-IABILI'IIES

-l'rade
ablcs

( )lllcc ol'.\rrditor ( ictrcral
.\ccrtterl l)lr ablcs
Othcr pavablcs

)' .ts t () () ,.t{ t,.\\ .\Bl.t.ts
rr ,\ liieal l\latlisorr Irrsurarrce

t

NSSI ('ontlibrrt iorr

l,AYl
C'$'S S't\ ( ;

I.I6.1.699

t9:t.8I t.358
1.5 91. (x )( )

Kshs
I .(r10. i9 I

I7 5.76It
l.l t.08l

)o.7 7 8.67 6

I I .{00
r:!q{6el

.i.1.000

I 1.100
l)a 5l()ti

lit L L.\ \\ i (r. O0( )

l. I l.l.-ulI I'ttlinrir Stre co
\cr Slnll Sala[ics

( l) l: I)ensiott

r3,ri5 t.551 t7.681.725
1.1.0(.)0

() i 5.li 0 I

5.553.597
i.5 l(r. l6()

12.9.t..1

13 16,-177

lrainirg
( )'r.{ l. l

22 t{l. illit..}lI..\1 t]t,.\t,.] l't olit.t(;.\'il()\s
llte eulitr ()pcr-ales il delined bcnellt schcnrc lirr all lirll-tirne enrplovecs liorrr.luh I

scllcttlc is bascd ort l5 pcrccntage o! basic saltry ol'arr crnplovec nt thc lirnc ()l rclit.cllelt
lt ll)q cI(l ol the tcar is as lirllorvs:

,\r thc trr' lll tl Il ol' thc cllt'

l0 19. t lr.
lhc lil h ilit r

s tltrrin tlte ve;rr
.1.-rtil.675

At cnd o I'tlre vcar 5.5 5 l.i,) /
l

)

I

.l

Iltc etutpanl'also contribLttes lo the statutorv National Social Sccuritl l-und (NSStr). l'his is a tlslllc(l
cotttributiott schetne registcred under thc National Social Securil), Act. ' re compani's otrliqation trltlcr.
the schettte is lirnitetl to spccilic contributions legislated lioln tinle to tirne and is currcrrtlr iit Kslts l0()
pcr enrplot,ec per nronlh.

l-l0.1li+.(l0-1
2.820.(X)0

tt.6 I 2..t7i
69,08-s.9i0

I 10.801. I 87

Ks hs

t .720.07 t

28t.0 r 8

_l lr.8,l t.79li

ll c ltr H.000
KWAWASCO Wclfhre 167.801

6.599.3 tl
4.n1.244

5 8.5 e.l
69.085,9Jr)

i.5 51.5 e7

1.0-15.71(r

6.59e...] t.l

i5

()

l

+
I 1

I t.li.tt.9-tl

Faulu Kenva
l.r" 

- 
--

l.l7gJ2?

201812!ltt)
l(shsKshs I

2t)19/2020

20t9t2020 20t8t2n|9
Kshs



20lu/2019
Kshs Ks hs

Ope'n ine ba la ncc 9.99 t.358 7.(rtll.l6i
\4or enrcrrt 3.313.5 2 6 r 107 Iq5
('lt)sins ba lartce I I,J3{,88{ 9J91J-i8

NOTES TO THU FINANCIAL STATEMENTS (Continued)

23 (a) SERVICE CRATUITY

2-l (b) ( t S l ()Nllll{ l)l,ll'()sl'l'

2-1(c) WOltLl) ItANK -LOAN
2019t2020 20t8t20tt)

U'SDP 45.015.440
'l'otaI J5.015,t{0

In March 1020 Kuawasco as the
.15.()15.4-+0 out ()l'tlrc 1.5 Billion.

inrplcnrenting agent ol' thc WSI)I' pro.icc( reccivcd ksh

zljl9t2lt20 201lJ/20 t 9

Kshs Krhs
( )pen inu balurrec 14.046. t0l r2,7 I 5. t0l
l\'lolcrncnl 2.46.1.5 00 1.,r3 r .000
( rrslorncl I)cposil 16.510.(r0I

(a) llcconciliation ofoperating profit/(loss) to cash
grncr tcd from/(used in) opcrations

t27 .397 .171',)Opcrating prolit/( loss) (6.24 | .6r)2 )

Depreciation and Amortisation 7 171 0li (r.010.05-l

Bad dcbt rr rit(cn oll' 3.12.5.1r

Operating profit/( loss) befbre working capital
changes

( 19.71t2.01 5) (23 l.54ri)

(lncrclsc)/tlccrcase in trailc and othcr reccivahles (te.ll6.n45) (20.905.994 )

Increase/(dccrease) in trade and other payables 10.783.152 i t.-1t6.-+.ll
lncrease/(decrease) in customer deposit 2..16.1.500

Increase./( decrease ) in Loan 45.01 5.440
Decrease in 'l'ax

Inc reasc/(dcc rease ) in Ditfbred inconrc
Cash generated liom/(used in) opcrations 3 7.1J.14.708 I 1.619.902
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2{ NOTES I-0 TIIT] STATEMENT OF CASHFLOW

21|l9/2020

I {,0{6,I 0 I

Kshs Ks hs

20t912020 I 20t8/2019

1.33 1,000

(il.519.823)



.KWALE WATER & SEWERAGE COMPANY LIMITED

ANNTIAI, REPORTS AND FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2O2O

(h) ,\nahsis of cash and cash cquir':tlcnts

Cash at bank 16.894.802 15.516.e76

Cash in hand 86.959 49.(\17

Balance at end olthe vear r 6.98 I .76 r 15,566,023

25 III|LATED PARTY DISCLOSLJRTiS

(a) Countl'(iovernmenl of Ku'alc

'fhe County Covernment of Ku'ale is the principal shareholder of Kwarvasco hold ing I 00% of the

equit)' interest. The County Covernntenl of Kwale has provided full gttarantees to all long-term

lenders of the Company. dornestically

Other related parties inc hrde:

i)
ii)
iii)

Ministry of Water and Irrigatiou
Key managenrentl
Board ol directorsl

26 RELATED PARTY DISCLOSURES

Transactions $ ith rehted partirs

lr) (;rants frorn the (ior ernmcnt

15.6t7.73rJ14.576.000Granls liom County Government

14.576.000 15.6i7.738'l'otaI

b) Kcv nranagement compcns tion

1.500.000 2.247^500[)ireclors' emoluments
2.01 8.6,10 1.5(x).(x)0Compensation to the Managing Director

9.tt.ll.(xx)9.842.000Compensation to key managemenl

1i.160.6"10 11.589.500'I'otal
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.KWALE WATI'R & SEWERA(;E COMPANY LIMITED

ANNUAL RF:,PORTS AND FINANCIAL STATEMENTS
FOR THIi YEAII, ENDED ]O.II-INE 2O2O

1'he entity has exposure to credit risk. which is the risk that a counterpartl will be

tunable to pay amounts in tull whcn due. Credit risk arises tiom cash and cash

crluivalents, and deposits with banks. as rvell as trade and other receivables and
available-tor-sale financial investmcnts.

Management asscsses the credit quality of each cus(omer. taking into account its
linancial position. past experience and other factors. Individual risk limits are set bascd

on internal or cxternal assessment in accordance with limits set by thc directors. l'he
amounts presented in the statenrent of flnancial position are net o1'allowances tor
doubtful receivables, estimaled by the company's management based on prior
experience and thcir assessment of the current economic environment.

The carrying amount of tlnancial asscts recorded in the flnancial statements represenling
lhe entity's maximum exposure to credit risk without taking accounl oflhe value ofan1'
collateral oblained is made up as lbllows:

In

NOTES'l'O THE FINANCIAL STATEMENTS (Continued)

27. FINANCIAL RISK MANAGEMENT

'I'hc cntity"s activities expose it to a variety ol tinancial risks including credit and liquidity risks
and ell'ects of changes in lbreign currency. 1'he company^s overall risk managemcnt programme
lbcuses on unpredictability of changes in the business environment and seeks to minimisc thc
potenlial adverse ettect of'such risks on its perlbrmance by setting acceptable levels ofrisk. -fhe

company does not hedge any risks and has in place policies to ensure that credit is only
extended lo customers with an estabIished credit history.

The company's financial risk management objectives and policies are detailed below:

(i) Credit risk
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28 FINANCIAL RISK MANAGEMENT

'['he customers under the lully perlbrming category are paying their debts as they continue
trading. The credit risk associated with these receivables is minimal and the allowance tbr
uncollectible amounts that the company has recognised in the financial statements is

considered adequate to cover any potentially irrecoverable amounts.

l'he cntity has signiticant concenlration of'crcdit risk on anrourrts duc fiom 2010

'l hc board o1'directors sets the conrpany's crcdit policics and ob.iectives and lays dowl
palanrctcrs within which the various aspecls o1-credit risk rnanagcmcnt are ollerated.

ii) l,iquidity risk management

Ultimate responsibility lor liquidity risk management resls with the enlity's directors. who
have built an appropriate liquidity risk management liamework fbr the management ol the
entity's short, medium and long-term lunding and liquidity management requirements. The
entity manages liquidity risk through continuous monitoring of forecasts and actual cash
llou s.

'l'he table below represents cash flows payable by the company under non-derivative
financial liabilities by their remaining contractual maturities at the reporting date. 'lhe

amounts disclosed in the table are the conlractual undiscounted cash llows. Balances due
rvithin l2 months equal their carrying balances. as the impact of discounting is not
significant.

( iii) \lxrkct t.isk

'l'hc board has put in place an internal audit f'unction to assist il in assessing the risk laced by
thc cntity on an ongoing basis. evaluate and test the design and effbctiveness of its internal
accounting and operational controls.

Market risk is the risk arising liom changes in market prices, such as interest rate. equit)
prices and fbreign exchange rates which will all'ect the entity's income or the value ol'its
holding of financial instruments. The objective ol'markel risk management is to manage and

control markel risk exposures within acceptable parameters. while optimising the relurn.
Overall responsibility, tbr managing market risk rests with the Audit and Risk Management
Committee.

lhe conrpanl's f;inance Department is responsible for thc development of detailed risk
nlan.rgenrent policies (subject to revie\\' and appror,al b1' Audit and Risk Managemcnt
Comrnittee) and tbr the day to day implementation of'those policies.

I'here has been no change to the entity's exposure to market risks or the manner in which it
manages and measures the risk.

.19
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iv) ('apital Risk Managcment

The objective ofthe entity's capital risk management is to safeguard the Board's ability to
continue as a going concern. The entity capital structure comprises ofthe following lunds:

'l otal Iuntls

29. FT "tT:RI' ItIiN'I'AL CoNI ]!I IT]\,IENTS TiNI)ER OPEITATI NG LEASES

.10. INCOPORATION

Thc cntity is incorporated in Kcnya under the Kenyan Companies Act and is dorniciled in Kenya

EVENTS AFTER THE REPORTING PERIOD

'l'here were no material adjusting and non- adjusting events atier the reporting period.

CI,]RRENCY

The llnancial slalements are presented in Kenya Shillings (Kshs).

-11 .

32.

Share Capital 2.000.000 2.000.000
Retained carnings ( 123.780.892)

36.71 9.864 36.719.86.1Capital rescrve

(8s,06r,028) (s7,633,557)

[,ess: cash and bank balances 16.98I .762

(42.067.534)Net debt/(excess cash and cash equivalents) (74.943.332\
(iearing I -1t .8%, 125.1"1,

.l0

2019-2020
Kshs

20 r 8-2019

I Kshs

(96,3 83,42 I )

15.566.011

-l'he total l'Lrture nrinimum lcase payments due to third parties under
Non-cancellable operating leases are as follows:
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/\l'PliNl)lX l: Plt(XJl{llSS ON FOLLOW trP Ol'AtrDITOR Rli(r()MMIiNI)ATIONS

'l'hc tbllowing is the summary of issues raised by the cxternal auditor, and management comments that
were provided to thc auditor. We have nominated focal persons to resolve lhe various issues as shown
bclou'u'ith the associated time tiame within which we expect the issues to be resolved.

],I

1...1

).1
Unaccounted
tbr Revenue
fiom New

'Ihe company has separate

account for revenue and
gqq19rn91depos!1

The management took the
recommendal ion s. We have
prepared the Financial
Statements according to
TTIRS I

Presentation ol'
financial
statcnrcl'lts

Variance in
Revenue
Collection

Loss of
Revenue on
Estimated bills

Ideally there should be no
variance in revcnue
collection and billing, but
once bills are produced
some customers come to the
billing ollice to complain ol
their accounts being over
billed then adjustmenl are
made w'ith the approval ol'
the Commcrcial rnanager
which at times are nol
recognised in the accounts

'l'he management are in the
process of acquiring new
meters to replace all the
non-working meters. In mid-
Julr' 2019 the county
government donated 1,000
pieces to the company to
replace the non-working
meters

tle rtnrent. --+

I
-ll

'['he tlnance conrnritlcr;
agreed to lbrward tlie matter
ol'billing systcm to thc lull
board to suggest to acquire a

ncu billing s)'stsm or
upgrade the cxisting onc to
address the problcnr ol un
billed customers

I

lLlnbilled
Customers

I

L------+

Referencc
No, on

the
extcrnal

audit

Issue / |

Observations I Managementcommetrts
from Auditor i

Focal l'oint
per$on to

rcsolve thc
issue (lVazra

and

Status:
(Resolve
d/Not

Resolved
)

'fimeframc:
(Put a dote
when you
exPect lhe
issue to be
resolved)

_l
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3.1

Connections unlbrtunately some
customer's bank the whole
amount of ksh 5.000 in the
revenue collection accounl
because they are in a hurry
or there is no Equity bank
nearest to them to deposit
lhe amount ol'ksh 2.500 as

deposit money tbr their'
account. The management
will be extra vigilant to
transf-er any amounl
wrongf ul deposited to the
revenue collection account
which belongs 1tl customer
deposit

Unsupported
StafT Medical
Insurance

The managenrent have
provided a contract policy
document to support the
expenditure

Unsupporled
Expenditure on
Casuals

'l'here are no casual
employces as stated bu1

urrskilled labour who are
hired at the lleld on demand

J,J

Transport,
Travelling and
Subsistence
Cosl

The management has

supported the ksh 1,488,817
which was said to be

unsupported

The management has taken
in your recommendation and
rectified that and all the
purchases which are ksh
10.000 and above will
r,rndergo the procurement
process

1.t& 4.2

Repairs and
Maintenance
Expenses

Cost of Bulk
Electricity and
Bulk Water

The management have
provided all the intbrmation
in regards to bulk Electricity

5.0 Finance Cost
The management have
provided minutes in regard
to that

).,

3.4

12

Reference
No. on

the
external

audit

lssue /
C)bservations Managementcommonts
fronr Auditor

Focal Point
person to

resolve the
isste (Name

ard

Status:
(Resolve
tl / Not

Resolvel
)

Timeframc:
(Put a date
wheu ysa
expecl lhe
ksue lo be
resolved)

l
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Asset Register
& water metres

The Ag. Managing Director
has been tasked with
requesting the department of
water to provide S l3 fbr
lbrmal transfbr of the meters
delivered at KWAWASCO
during the last financial
year.
The Board has

recommended to write a

letter to CWSB requesting a

tbrmal transl'er of' the
Assets.

Purchase of
Motor vehicle

-Ford Ranger
XLT

Intangible
Assets

The management paid ksh
1.5 Million in January 2020
and entered on a payment
plan with CMC. After the
payment the supplier
released the vehicle to the
company. Attached is the
payment made, pictures of
the vehicle at Kwawasco
compound. log book the
payment plan agreed and the
insurance paid lbr that
vehicle tbr this year.
The managenrent explained
the variance in this year
flnancial statements

Sraff
Receivables
Due atier one
year

The matter in question of
ksh 342.541 is at court and
will be concluded soon

StalT and Other
Receivables

6.0

6.0

7.0

8t

u.2

'l'rade

Receivables

The management have
provided the impresl register
fbr your review. Further to
that the management has

committed its self to ensure
that irnpresl are surrendered
within the seven days _
The management sort
assistance I'rom the
developer and installer of

stem oll

lJ. i
thc billin s

4i

Reference
No. on

the
cxternBl

audit

Issue / I

Observations' Managementcomments
from Auditor :

Focal Point
person to

resolve the
issue (Name

attd

Status:
(Resolve

d/Not
Resolved

)

Timeframe:
(Put a dule
when lsu
expect lhe
issue to be
resolved)

I

1
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correction of the anomalies
that thc s)'stcm u'as giving
alt!'r a rcport has been
gcneratcd and also assisl in
reconciling the r,ariance
Thc variance oi ksh 340,800
was an increase in the
provision ol a figure of stat'l
debtor that had been long
oulstanding. Aged analysis
is available through the
system

I'rovision lirr'

l)oLrht Iirl dcbts

Ilank and Cash
Balances

( ioing Conccrn

u{

()0

|0.0

As at 30 June 201 8 the
company had cash in hand
of ksh 37.633 vide a board
of survey certificale ret'er
Ilnancial year cnded 201 9

note nunlbc r l(r ( tl
'fhe company has just
received thc first batch ol'
the World []ank money
which is aimed at

rel urbishing water
inliastructure which is in
horrible state. buying new
water meters to replace the
non-working meters which
has always contributed to
high non-revenue water and
exploring ncw lincs which
will increase cuslomcr base

lo the company. l'he
management strongly
believes aficr the
irnplemcntation of this
project the company will
have sound financial status.
As at January 2020 under
the WSPD. procurement and
delivery of motor cycles had
taken place which is cmcial
tbr operation issues 1o the
company.

l-+

Refcrence
No. on

lhc
extcrnal

audit

Issue /
Obscn'alions ltlunagementcomments
from Auditor

Focal Point
pcrson to

rcsolve the
issue (Narze

ottd

St8tus!
(Resolye
d/Not

Resolved

)

Timeframe:
(Put a dote
Bthert !,ou
exPecl lhe
ksue lo he
resolvei)
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I 1.0

l2.l

t2.2

Kenva Power
and l-ighting
Companl'
l.inriteci

'fhe managemenl have
provided all statement fbr
Kenya Power from July
2017 to June 2018 for
verification.

l t.3
Statulorr-
[)eductions

Budgetary
('on(rols and
Pcrlirrmtncc

'l'he company has

regularised payrnents of'
slatutory deduction except
lbr Pay As You Earn which
the company has a payment
plan and it is moving
torvards complying with the
s(atut() dates.
'l-he Company had not
provided ftrr borrowing
however circumstances
surrounding operational
activities iirrced the
company to seek flnancial
assistance liom the owner of
the company ( County
Governnlent of Kwale)
Numerous correspondence
were done liom Board ol

ors. tlre rlanagerl

ti

Custonrer
Deposits

'l-rade Payables

The management rcvived 1o

rctund the amount
withdrawn fiom thc
customer deposit account in
inslalments of ksh 50.000
per month and this can be

veritled in lhe customer
deposit bank statement of up
ro l0 .lune 201 9

The managemeut is in the
process of getting certifled
copies ol the suppliers
whose invoices were taken
by the anti-corruption
officers. Some of these

suppliers went to court and
cases concluded hence the
company is committed to
pay the suppliers.

Direct
.+5

cnl

I

Rcference
No. on

the
external

audit

Issue / r

Observations i Manrgementcomments
from Auditor i

l-ocal I\rint
person to

rcsolvc thc
issuc (Narze

and

Stalus.
(Resolve
tl / Nol

Resolted
)

Time franre :

(Put a ul!
when you
expecl lhc
issue lo be

-l
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:lnd thc counl.v [:xcc uliVt-.
iVlcrrrhcl lirr Walcr torlards
t lrc sirrrrc

(iu i uutc Notcs:

( i) [ Isc thc same relbrcncs numbers as containecl in the extcrnal audit report:

(ii) ()blaln lllc " lssuc/Obscrlation" uncl "manaBement comrnents", requircd ahove. liom llnul
cxrcrnal audil reporl rhat is signcd bv Managcmcnl:

(iii) Uclbre approving the report. discuss the timefian,e with thc appoinrcd lrocal l)oint persons w.irlrin
your entity responsible filr implementation of each issue;

(ir') llrdicate the status of "llcsolved" or "Not Resoh,'ed" by thc date ol'submilting this rcpon ro
National -l reasun'.

.\g. \4anaging I)ireclor ('hairrnan ol' th,.' IJoard

I)ttc

)"1
vPtl)

@
o^,,..?.*eG-*2.

l6

Itcl'rrence
No. on

thc
erternnl

audit

Issuc I
Obsen,ations l\X:rnagomeutcomments
fronr Auditor

F ocnl Point
person lo

resolye the
issue (Nazre

and

Slalus:
(Rcsolye
d/Not

Rcsolted

)

Timefranrc:
(Pul u ld(
when )':tu
e-xpecl lhe
issue lo lt':
resolvctl)
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Al'l'laNl)lX Il: PIiO.IEC'IS IMPI,EMENTED llY THE KWALE WATER AND SEWERAGE
(.oMPANY LIMITEI)

Prnjects

Projects implemented by the State Corporation/ SAGA Funded by development partners

Status of Projects completion
K*au'asco is still in tho preliminary stages of implementing the WSDP project lunded by the World
Ilank,
NiB
No f unding has been so far received fiom WSDP

l
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KWALE COUNTY GOVERNMENT - EXECUTIVE
Reports and Financial Statements
For the ear ended June 30,2020

Shee lddi l5 000

000Ali Ha
1,67 4,245 603,658Totrl Outstanding Advances

3075 KWALE MI]NICIPALITY

3076 DIANI MUNICIPALITY

GRAND TOTAL Irtill+ilEI+tti{r
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